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.and ##H€X glass coffee makers can be your 
biggest appliance seller . . . if you push them. 
The HEX advertising and promotions in 
your territory have prepared the way for you. 
Your users are half sold. With a concentrated 
drive you can install a #HEX glass coffee 
maker in every home on your lines. And every 
installed #tL€X glass coffee maker increases 
your EAR. 

Whether you merchandise or not there is a 
plan suited to your promotion plans. 
Write for it today. 


The Silex Company, 

Dept. 415, Hartford, Connecticut 
FAULEX glass coffee makers are made in both gas 
and electric models. All AHLEX glass coffee makers 
have Pyrex brand glass, guaranteed against heat 
breakage. 


Mit€ X 


wRaee wane oserstense oe as one. 





This page ts reserved wnder the MSA PLAN (Manufacturers Service Agreement) 











: 



































bril 1, 1937 


Public Utilities Fortnightly 





TIRE DELAYS ENDED 


AY DOZENS OF UTILITY OPERATORS 


"We used to have two or 

road delays a week from 
failures. Since using Good- 
h Silvertowns we haven’t 
d a single one.” 


That’s a typical statement 
bm a utility company. Truck 
yners everywhere have had 
@ same experience since the 
troduction of the Triple Pro- 
ted Silvertown. Goodrich 
hgineers set out to lick the 
oblem of sidewall failures. 
hey found that 8 out of 10 
mature failures occur in 
he sidewall “Failure Zone.” 
ey developed three separate 
eguards to strengthen the 
e at this point. Taken to- 
ther, they called their in- 
ention Triple Protection. 


Protects Against 
Blow-outs 
And it’s the greatest pro- 
tection against sidewall breaks 
and blow-outs ever offered 
Here are three de- 
found only in 


truckers. 
velopments 
Silvertowns: 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


PLY-LOCK — protects 
the tire from breaks 
caused by short - plies 
tearing loose above the 


bead. 


. 100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies — reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-126 


* The B. F. Goodrich Company, Akron, Ohio «x 


With today’s loads, today’s 
speeds, you need this added 
protection. It should increase 
the safety of your truck oper- 
ation, cut down on delays and 
repair bills, save you real 
money on tire costs. 

Ask the man in charge of 
tire purchases to check the 
Goodrich story. Have him 


run tests. Investigate every 


claim. We think you will be 
surprised at what Goodrich 
Silvertowns and Goodrich 
service can do for you. 

If you prefer, write us di- 
rect for information on what 
we are doing for other com- 
panies. Write your name and 
address in the margin below. 
Tear off and mail today. 
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Save Repair Money with 


OKOLAST 


(a tree wire armored with brake lining) 


Okolast is a tree wire which will stand 

the wear and tear in trees. It is an 

armored tree wire designed for all 

> Sas . > 2 > BOTH ARE BRAKE-LINING 

conditions of service. Sanat Sp San aaa 

Okolast tree wire has a unique, simple ‘ — ; 4— oKonTe 
as INSULATION 

construction which appeals to the 

practical plant man. 

There are only 3 materials besides 

the conductor: 

I. The tough, specially saturated 

seine twine will outwear any weather- 

proof or other kind of braid used as 

a covering. 

2. The brake lining type of armor 

tape will be found by test to be the 

best for resisting abrasion. 

3. The inimitable Okonite rubber in- 

sulation means a permanently dur- 

able, safe insulation. 

Samples and prices of OkolastTree Wire 

will gladly be furnished upon request. “™ SENE-TWine COVERING 


[SNe THE OKONITE COMPANY 


PASSAIC, NEW JERSEY 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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Pages with the Editors 





s most of his admirers well remember, the 
late and great English writer Gilbert K. 
Chesterton had quite a flair for the piquant 
paradox. He had such perverse skill in turn- 
ing our wits topsy-turvy with seeming natu- 
ralness and grace that a cynical critic once 
claimed the portly Chesterton could prove him- 
self underweight by every known method ex- 
cept a weighing scales. 


THE opening article in this issue by ARTHUR 
HUNTINGTON may at first glance strike some 
readers as Chestertonian in its approach. The 
very title, “Is the Moneyed Group behind Pub- 
lic Ownership of Utilities?” raises such a 
startling insinuation that it challenges further 
attention. 


NEVERTHELESS, Mr. HUNTINGTON seriously 
suggests that, under the prevailing practice of 
exempting government securities from taxa- 
tion, the real moneyed interests (whoever they 
are) haves taken increasing refuge in such 
secure, tax-exempt securities. Indeed, so keen 
has become the competition among these ‘“‘eco- 
nomic royalists,” according to Mr. HuntTING- 
TON, that they are hard put to find enough 
government securities to go around. So, there- 
fore, in order to prevent the demand from 
driving down the interest rate to such an ex- 
tent as to cancel the advantage of tax exemp- 
tion, it becomes necessary to dig up opportun- 
ities for more government indebtedness (and 
new bond issues). The easy answer is gov- 
ernment ownership of utilities. 


Or course, an obvious objection to Mr. 
Huntincton’s rather unique line of reasoning 
might result from a comparison of the roster 
of the better known advocates of public own- 
ership with a similar list of its critics. It would 
probably be found that a good many more dis- 
tinguished members of the upper bracket circle 
appear on the second list than the first. Is it 
possible that this plutocratic quest for safe and 
franked securities has resulted in a conspiracy 
so subtle that the conspirators put their golden 
eggs in one basket and their silk hats in the 
other? 


Mays the explanation lies in the distinction 
between active industrialists and the less am- 
bitious heirs of great fortune. Naturally the 
DuPonts, Rockefellers, and so forth, with pri- 
vate business enterprises of their own to 
finance, are not as keen to have government 
agencies grab all the money on the market as 
the silverspoon fraternity who may be just out 
for the financial ride. Again, many a substan- 
tial citizen is opposed to socialism on general 
principles, but approves of public ownership 
“in certain local cases” (as long as it doesn’t 
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directly affect his own business). But enough 
of this editorial speculation. The best plan 
would be to read Mr. Huntincton’s article 
and then try to figure it out for yourself. 


Mr. Huntincton, who is well known in the 
electrical industry as a public relations official 
of the Iowa Electric Light & Power Company, 
is a graduate Mechanical Engineer from Ohio * 
State University (’99). After early experi- 
ence in that profession with the Westing- 
house Electric Manufacturing Company, he 
turned his attention to electric utility opera- | 
tions in general and municipal ownership in| 
the Middle West in particular. He was presi-” 
dent of the American Society of Agricultural 
Engineers in 1934 and is well known for his” 
studies on rural electrification. § 


¥ 


oO” second article deals with a problem 

that is getting an increasing amount of 
attention of late from the Federal Securities © 
and Exchange Commission and others. Several | 
weeks ago the commission, in the course of 
passing on an electric utility’ s application for 
the registration of certain security issues, © 
split 3 to 2 on the proposition of whether 
closed bidding on utility issues by financial 
promoters having a substantial interest or in- 
fluence within the corporation was a bar to the 
approval of the registration (where there was 
evidence to indicate that the financier made 


ARTHUR HUNTINGTON 


He suspects the public ownership movement 
of economic royalism. 


(See Pace 403) 





April 1, 1937 Public Utilities Fortnightly 


PROVE the VALUE of MODERN EQUIPMENT 





PROVE IT WITH A 
Robertshaw-equipped 


COFFEE URN 


Here's a demonstration that will get you orders 
for complete kitchen modernization. Try it! 

Just ask restaurants to install a Robertshaw 
thermostat at (for example) a coffee urn. Then 
have them check the savings. 

You'll get sales results because Robertshaw 
thermostats have made fuel savings of 10% to 
25% and more! 

Demonstrations like these plant the seeds of 
complete kitchen modernization. They've actu- 
ally caused whole restaurant chains to replace 
old urns with new Robertshaw-equipped urns. 


ROBERTSHAW THERMOSTAT CO. 


YOUNGWOOD, PA. 


Robertshaw helps you sell 
kitchen modernization in 
ads that go to your pros- 
pects. Take advantage of 
the publicity. Give your 
customers a sample of Rob- 
ertshaw savings. They'll 
like it—and ask for more. 
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somewhat more than average profit on the 
deal) 


THE majority of the SEC thought the re- 
lationship improper but approved the petition 
with the hope that the resulting publicity might 
discourage future abuse from ‘inside financ- 
ing” practices. The minority, however, felt 
the best way to discourage the practice in 
question was to refuse registration, and hinted 
that compulsory competitive open bidding 
might not be a bad solution. 


Since that particular case, several other 
financing incidents, some of them involving 
issues of public ‘utility corporations, have 
served to throw the spotlight on this idea of 
compulsory competitive bidding. It is not ex- 
actly a new idea; in fact, several jurisdictions 
in this country have already adopted it. 


RECALLING the old saying to the effect that 
the best proof of the pudding is in the eating, 
ye editors promptly dispatched one of our ace 
writers on financial matters to check up on 
the open competitive bidding situation in New 
England and the District of Columbia, where 
the system has been in actual operation. The 
writer in question is Ernest R. ABRAMS, who 
should by this time be no stranger to Fort- 
NIGHTLY readers. Mr. ABrAMs took two weeks 
to “look over” the situation and came back 
shaking his head. He had spaded up enough 
raw material for a small book. How was he 
going to boil it down. to a conventional maga- 
zine article? 


WE were very stern with Mr. AsrAmMs. 
What did we want with a book, we asked? 
(Besides, most FortTNIGHTLY readers already 
have a book.) After some dickering we finally 
settled with our industrious contributor for 
two fairly fat articles to be run in consecutive 
instalments. The first part appears in this is- 
sue (beginning page 414), and the second will 
probably appear in our next. 


But bear in mind, this study is the fruit of 
a number of conferences, interviews, lunch- 
eons, etc., with bankers, brokers, and other 
proverbially nontalkative gentry, who broke 
down and told all to our contributor. Mr. 
ABRAMS, by the way, has become consultant on 
utility matters for The Financial Reporter 
since his work last appeared in these pages. 


5 


Wes natural gas was first discovered 
and developed for service in the United 


States (Fredonia, N. Y., 1821), there came 
into existence the first difficulties of utility 
rate structure as we know it today. True, the 
older waterworks systems had long before 
struggled with distribution expense and even 
had some demand worries; and, of course, 
carriers have sold their service by the length 
of the trip through the ages. But when the 
early natural gas operators piped their supply 
to their neighbors’ dwellings and charged so 
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ERNEST R. ABRAMS 


Open bidding! A great trick if it works. But 


has it? 
(See Pace 414) 


much “rental” per burner tip regardless of the 
amount used, America had a utility rate prob- 
lem right in her lap. 


Srnce then the vastly increased usage and 
types of usage of gas, electricity, water, and 
telephone service have made the utility rate ex- 
pert’s job much more than a sinecure. In this 
issue (beginning page 422) ELtswortu 
NICHOLS, of our editorial staff, raises the ques- 
tion of whether utility charges can be varied 
with changing conditions. 


* 


peers of changing conditions, our office 
statistician, who has been quite upset by 
our present constitutional “crisis,” checked up 
on the length of time it took to get ratification 
for each amendment to our Constitution. Gen- 
eral average for all twenty-one amendments 
was twenty and one-half months. The Six- 
teenth amendment (income tax) took by far 
tlie longest—forty months. The Twelfth and 
Twenty-first (repeal) were tied for speed— 
nine and one-half months. The other amend- 
ments all ran between eleven and twenty-seven 
months. Is that so very long to wait? How- 
ever, President Roosevelt with four years be- 
hind him and nearly that much more ahead 
of him wants action “now.” In truth, consider- 


ing the nature of his proposal it’ might even 


be said the President wants action nunc pro 
tunc, as the lawyers say. 


THE next number of this magazine will be 
out April 15th. 


Mae OliZore- 
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Many a utility has hung this sign on the door 
after checking into Remington Rand’s Unit Plan of Bookkeeping. 


HIS system splits up your 

accounts into convenient 
units of from 10,000 to 12,000 
customers. One clerk performs 
all the bookkeeping operations 
for each unit. 
In this way complete responsi- 
bility is established for both re- 
sults and accuracy—an advan- 
tage which is lacking in the spe- 
cialized system of bookkeeping. 
Confusion is eliminated—no clerk 
ever has records needed by any 
other clerk for either posting or 
reference—and production is in- 
creased accordingly. Faster, too, 
is customer service on duplicate 
bill requests and high bill com- 
plaints. 


Besides reducing clerical costs, 
the new Unit Plan of Bookkeep- 
ing provides greater flexibility in 
the transfer of personnel. Em- 
ployees become more valuable 
by learning all the related fune- 
tions of the bookkeeping de- 


partment. As a result, at vaca- 
tion time—or when illness or 
other emergency leaves you 
short-handed — work goes on 
smoothly and automatically. 


If “‘mass production” bookkeep- 
ing has failed you in one or sev- 
eral ways, get the facts about 
this remarkable new system. 
Find out how you can make this 
worth while change, easily and 
inexpensively. Phone the Rem- 
ington Rand office in your city 
or write Remington Rand, Buf- 
falo, N. Y. 


HERE’S HOW THE UNIT PLAN 
WworKS 


Accounting is divided into units 
of from 10,000 to 12,000 cus- 
tomers and one clerk given full 
bookkeeping responsibility for 
each unit. The duties include: 


1 Posting all service orders in 
the meter books. 


2 Posting all cash payments, 
transfers and adjustments to the 
service accounts. 


3 Balance all unpaid service ac- 
counts on the regular cycle basis. 


4 Check delinquent notices with 
Ledger record. 

5 Prepare arrears to be brought 
forward on new bills by machine 
operators. 

6 Furnish information in con- 
nection with duplicate bill re- 
quests. 

7 Furnish information in con- 
nection with high bill com- 
plaints. 

8 Furnish the necessary informa- 
tion in connection with any in- 
quiries regarding the account. 


9 Handle all final bill account- 
ing. 

10 Handle all filing of paid and 
transferred Ledger records. 


OK. S4 from Remington Rand 
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No weak spots for 
corrosion to attack— 
The Bethanized Wire 
can be wrapped 
around its own diam- 
eter without breaking 
or flaking its corro- 
sion-defying zine 
coating. 


hey outlast all others 
pecause they can 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


°F SETHANIIEL WIRE 
CHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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‘Ehere never was in the world two opinions alike.” 


—MonrTAIGNE 


“Whiskey and politics should never be mixed.” 


¥ 


“Money invested in real regulation will pay handsome ~ 
dividends.” 
¥ 
“Just bear in mind we have just as much sense as our ™ 
forefathers.” 
sd 
“Our private utilities have not increased production and 
lower prices except under direct or indirect pressure.” 


¥ 


“We have spent too much time and funds on the valua- 
tion of public utility properties and too little on a search- 
ing analysis of operating costs.” 


A 


“Thus, to pack a court in order to accomplish a purpose 
however good, is an immoral act per se and, therefore, 
inadmissible under any circumstances.” 


¥ 


“If nature’s pantry had been wisely guarded we would 
not today have the misery and disaster that have come in 
the wake of dust bowls, soil erosion, and mighty floods.” 


“The lawyers, as private citizens and also as officers of 
the court, have not seemed to be helpful in solving our 


‘difficulties but, on the contrary, to have aggravated them.” 


5 


“The time has passed when the business man, the 
lawyer, the teacher, and other leaders of thought can 
insist on confining their efforts to their particular activi- 
ties or tasks.” 


¥ 


“When I think of the many obstacles the public utility 
industry has overcome in the comparatively short period 
of its existence and I see the wonderful spirit of service 
displayed by the men and women comprising the personnel 
of the companies, I am inspired with enthusiasm for its 
future, for after all it is the human element in business 
and industry that makes for progress and achievement.” 


12 
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BURROUGHS 
PUBLIC UTILITY BILLING 


MACHINE 


provides these 


NEW FEATURES 


that cut billing time and billing costs 


Whatever your billing plan—Stub, Bill and Ledger, or Register 
Sheet—new features and developments on this new Burroughs 
bring greater speed and simplicity to the entire job. 


MORE REGISTERS 


This new feature permits automatic 
accumulation of figures by revenue 
classifications, rate blocks, etc., as a 
by-product of the billing operation. 


LINE PROOF 
This new feature detects errors in 


writing the meter readings and con- 


sumption. Meter readers’ errors in 
subtraction and operators’ errors in 
writing the consumption figures, are 
detected before the incorrect figure 
is printed or added. This saves much 
time in making corrections and in 
proving bills. 


AUTOMATIC COUNT OF BILLS 


The machine automatically counts 
the number of bills added in each 
register, for proof and statistical 
purposes. 


INCREASED SPEED OF CARRIAGE 


Faster carriage operation speeds up 
the entire billing job. 


AUTOMATIC EJECTION AND 
STACKING OF COMPLETED BILLS 
After the bill is written it is auto- 
matically ejected and stacked. Thus 
when the billing work is completed, 
the bills are in exactly the same 
order as when they were received 
by the operator. 


For full particulars, including a demonstration, 
telephone the local Burroughs office, or write direct. 


Burroughs 


6615 Second Boulevard, Detroit, Michigan 
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“It is now reported that the (St. Lawrence) treaty will 
be brought up in the Senate during the present session, 
and that all the force of the administration will be mar- 
shaled behind it.” 

* 


“We should do well to reserve some of our energies 
from fighting over the power issue, and use them in try- 
ing to solve it in such a way as also to make a contribu- 
tion to good government.” 


* 


“IT would not take full credit for all those (telephone 
rate) reductions. I just say to you that those reductions 
have come since the investigation and they were not com- 
ing along before the investigation.” 


¥ 


“Petroleum, along with such recognized public utilities 
as railroads and electricity, is in the front line trenches of 
private enterprise. The zero hour for these industries may 
be no further distant than ten years.” 


¥ 


“Every practitioner before the Supreme Court begins 
his argument with an unspoken assumption that nothing 
he can say will turn certain of the justices there against 
his client or win others over to his side.” 


* 


“When the water pressure went off (during the recent 
flood), the effect was not to be measured merely by the 
inconvenience to the person who wanted a glass of water 
and got nothing but a sigh from the opened tap.” 


¥ 


“I look ahead to getting permanently out of the depres- 
sion. However this dispute over the court’s powers is 
settled, I believe it must and will be settled in a way to 
make possible a more equitable distribution of wealth.” 


* 


“The public utility industry welcomes any opportunity 
to bring before the public the real issue involved in munic- 
ipal ownership and political management of an industry 
that affects the pocketbook of every voter and citizen.” 


* 

“The language of the decisions already rendered and 
the widespread refusal to obey the law, incited by the at- 
titude of the courts, create doubts and difficulties for al- 
most everything else for which we have promised to fight 
—help for the crippled, for the blind, for the mothers— 
insurance for the unemployed — security for the aged — 
protection of the consumer against monopoly and specu- 
lation — protection of the investor — the wiping out of 
slums — cheaper electricity for the homes and on the 
farms of America.” 
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‘ee SELECTION 
‘aay OF CE 
2) EQUIPMENT 


: | Assures—themostsuitable 
‘ | © equipment for your particular 
| conditions . . . . properly coor- 
dinated overall design....single 
responsibility for performance. 


Result—dependable and 


low cost steam production. 


-OMBUSTION ENGINEERING COMPANY, INC. 
© #00 MADISON AVENUE © NEW YORK 


madian Associates: Combustion Engineering Corporation Ltd., Montreal A-270-b 
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SHOVEL—DRAGLINE—CRANE 


@ Speed-o-Matic, and only Speed-o- 
Matic, applies time-proved hydraulic 
control to all the operating functions of 
the Link-Belt shovel - dragline-crane. 

It transfers the work of operation 
from the operator to the power of the 
machine itself —with such astonish- 
ing results that claims based on ac- 


tual data would appear extravagant. 
A visual demonstration is neces- 
sary for an appreciation of its advan- 
tages. Send for Book No. 1795. Address 
Link-Belt Company, 300 W. Pershing 
Road, Chicago. Offices ae 
and distributors in ye 
principal cities. ones E 
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YDRA ULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


*% Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 











Important 
New Features 
That Produce 
Sales Response 


ELECTRIC RANGES 
Distinctive styling . . . welded, sky- 
scraper type frame . . . stainless steel 
oven unit ... “FIBERGLAS” blanket 
insulation . . . and the new FLAT 
L&H Calrod Unit which gives greater 
contact with utensils . . . faster, more 
economical cooking. 


A. J. LINDEMANN 
& HOVERSON CO. 


MILWAUKEE WISCONSIN 
New York Chicago 
Get the facts about the 1937 line. San Francisco 
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Scientifically produced purification 
material by a patented, controlled 
process ... always a uniform prod- 
uct not a variable mixture . . . extra 
high capacity due to sustained activ- 
ity of iron oxide and bed porosity 
insured by selected wood filler. 


Connelly supplies Un- 

mixed Iron i 

Regulators 

trict, Station, Service © 
Write for Bulletin No. | an mg 
ae-t showing how Caloroptic BTU Indi- 
the use of Connelly cators—H2S Testers— 
Iron Sponge definitely U-Gauges—the Smyly 
an the cost Fa gas Mercury Loaders — 
urification it istributi i 
or ae cn (A Fd Distribution Supplies. 


absorption of sulphur. El y 


IRON SPONGE AND 
GOVERNOR COMPANY 
CHICAGO, ILL., ELIZABETH, N. J. 


New England Agent: T. H. Piser, Wellesley Hills, Mass. 











Tell pay you to INVESTIGATE... 


Vax re Ea ena 





@ Compensating feed—positive rear end air seals— 
unrestricted coal selection—and much reduced ash 


| it losses—these are some of the advantages that 
| towe Stokers —and only Stowe Stokers can give you. 
Investigate these exclusive features. Full details, and 
a copy of Catalog No. 10, on request. Send for one, 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio 
Engineering and Sales Services in Principal Cities 








2 

A battery of four Catalog No. 10 is : 
[it a Ay Melba a Cabra STOKES 

ip midwestern coal grams, 20 illustra- / 

—at high efficiency. tions. Send for one. y/ 


STOWE STOKERS 


Ses 
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Public utilities are welcoming this revolution- 
ry larger-capacity foam equipment for flam- 
nable liquid fires. 


specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/2"). 
hen the water is turned on, PHOMAIDE, 
new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
ater stream in the proper proportions to 
foam. 


ere are no complicated preliminaries, no 
onfusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


PhoTALs and Phomaide 


SOLUTION 


developed, made and sold by 


Mam (iE) cane an | 
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E BespeEAK CooPERATION 


ithe UTILITY BETTER ILLUMINATION SALES E:XECUTIVES 


Sa ee 7, , ee | 


REsuLTS OF PROGRESSIVE 
UTILITIEs: 

To the left: Original light- 

+ 1 ing averaging 6 foot 

candles, spotty, glar- 

ing light. 


| 7 ii 


Below: New lighting 
averages 65 foot can- 
dles of soft, shadow- 
less, better illumina- 
tion, wattage in- 
creased five times. 





= 
BEFORE 


FROGRESSIVE 
UTILITIES— 


have concentrated on 
sale of Guth Indirect Il- 
uminating Equipment 

ith large load in- 
rease and more satis- 
fied lighting customers. 


Increased Loads 
More 
Satisfied Customers 


AFTER 


SPECIALIZING IN “BETTER LIGHTING” 
She Fi WIN F. Guia COMPANY 


DESIGNERS-ENGINEERS-MANUFACTURERS 
Lighting Equipment 


ST. LOUIS. U.S.A. 
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BRISTOL'S 


SAFE! 


That is the message Bristol’s Recording 


Ammeter flashes when operating condi- 


tions are what they should be. 


But,—let the motor driving a mixing 
machine, agitator, wire drawing bench or 
similar equipment become overloaded, 
Bristol’s Ammeter immediately warns of 
impending danger. By responding to 
every fluctuation in motor current faith- 
fully, instantly, it foretells of disaster that 
may lie ahead—and does so in time for 
the operator to take the proper correc- 
tive action. 


For this service Bristol’s Recording Am- 
meter, Round Chart Type, Model 640M 
is widely used. It supplies a continuous 
current chart record that may be con- 
veniently filed for future reference and 
guidance. Write for Bulletin 436X. 


THE BRISTOL COMPANY, WATERBURY, CONN. 
Branch Offices: Akron, Birmingham, Boston, Chicago | 
Detroit, Los Angeles, NewY ork, Philadelphia, Pittsburgh. 
St.Louis, San Francisco, Seattle. Canada: The Bristol Com- 
pany of Canada, Limited, Toronto, Ontario. England 
Bristol’s Instrument Co., Limited, London, N.W. 10 


Left: Section of 
Bristol’s Am- 
meter Chart. 


Right: Bristol’s 
Recording Am- 
meter. 

Model 640M. 


PIONEERS IN PROCESS CONTROL SINCE 1889 
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Below is shown one of the 119 
Steel Rolling Doors installed in 
a large terminal. The interlock- 


ing steel slat curtain is both 
durable and fire repellent. 





DOORS 








or 


SATISFACTION 
SPEED AND 
ONVENIENCE 





st Specify 
KINNEAR 
DOORS 


nd Be Sure 
a THEY ARE 


MOTOR 
OPERATED 


KINNEAR DOORS are reliable and efficient, and when they are motor 
operated they have added convenience. The power unit is a compact, 
highly perfected electrically device that does the trick. Permits you to 
open or close the door . . . without loss of labor or time .. . 
from remotes stations located at any number of convenient points. Can 
also be made completely automatic with photo electric mechanism. 
If you already have Kinnear Doors the power unit can be added. 
Also don't overlook the further means of cutting overhead with Kinnear 
Motor Operated Doors ... and that there is a type of Kinnear Upward- 
Acting Door for every condition. Let us submit recommendations for 
your door needs. 

Agents in Principal Cities. Send for Catalog. No obligation. 


” KINNEAR 


Manuf facturing Company 
2060-80 FIELDS AVE. COLUMBUS, OHIO 
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“LIKE ALL 
sTOCKS — 


T 


one insulations are purchased as an in- 
vestment, the matter of dividends is of 
prime importance in their selection. 

“As in the case of stocks, these insulation 
dividends are bound to vary. In fact, the cash 
returns in fuel savings promised by any given 
insulation are dependent upon three things... 
kind, amount and application.” 

This statement made by the man from Insu- 
lation Headquarters deserves the careful atten- 
tion of every insulation buyer. 

It is based on experience gained by Johns- 
Manville through some 75 years of research 
and practical field service. Experience which 
has shown that one... five... or ten different 
kinds of insulations cannot possibly meet with 
maximum efficiency and economy the require- 


™ Johns-Manville 





SAYS: 
ATION HEADQUARTERS 





An insulating material for every temperature 


April 1, | 












; 
ALL. INSULATION 
wT PAY THE 


ments of all heated or refrigerated equipment 
on the market today. 

This is a truth long recognized at Johns- 
Manville. The present line of J-M Insulations 
totals some forty different types . . . each de- 
signed for a specific insulating service . .. And 
all sharing in common a time-established rec- 
ord for superior performance and durability. 

e e - 

Hence, having a line of insulations so unusually 
complete, Johns-Manville is in a position to help 
you choose the type and thickness of insulation 
that will assure maximum cash dividends, over 
the longest period of time, on each insulating job 
in your plant. For full details on all J-M 
Insulating Materials, ask for Catalog GI-6A. 

Johns-Manville, 22 East 40th Street, 

New York City. 


INDUSTRIAL 
INSULATIONS 


for every ervice condition 
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Air Conditioning 


—everybody’'s business 


hink of it in terms of business 
or think of it as happier living 
it’s here and none of us can 
ord to ignore it. 


rConditioning, as ‘‘ Products of General 
otors’’ develop it, is a year’round matter. 
Keeping warm in winter is a part of it. 
is keeping coo/ in summer. But true 
Conditioning — man’s latest victory 
er the elements — the creation of your 
m special weather—calls for more than 
ating and cooling. It requires in addi- 
nthat during the whole year the air you 
athe be regularly changed, cleaned and 
lated... air that has been humidified 
oistened) in winter and de-humidified 
oisture removed) in summer. Such is 
e miracle of modern Air Conditioning! 
What General Motors did with the 
otor car, it has done with automatic 
rating... made it an everyday affair— 
) efficient that it is now an economy in 
en the most modest home. 
And now comes another General 
lotors achievement — one that is vitally 
portant to every business man—whether 


he owns, or leases, or rents... Frigidaire 
Controlled-Cost Air Conditioning. 

First it offers equipment of the exact 
size needed. This is very important — be- 
cause if it is too small it will not perform 
efficiently. If it is too large it will cost 
too much to operate. 

Next it offers the fype of installation 
that is most adaptable to any building— | 
whether it is old or new—owned’ot leased. 

Then it provides the 4ind of air condi- 
tioning required—whether simple cooling 
or more elaborate control of a// atmos- 
pheric conditions. 

It offers matched and balanced equip- 
ment—each part in the system designed 
to work smoothly and economically with 
every other part. 

But most important of all, Controlled-Cost 
Air Conditioning puts all the facts on the 
table. It removes the ‘‘mystery”, the 
“‘guesswork’’—and because you know the 
facts you can control the cost. . 

Air Conditioning is, and must be, every- 
body’s business. Make it your business to 


_ get the facts now from Delco-Frigidaire. 


Mt Vays to lal lo 


JELCO-FRIGIDAIRE 


The Air Conditioning Division of General Motors, Dayton, Ohio 


Vente). V- Willem ia-Oll (cm eelelal, (cm-\. |0m ee), 12] 880]. 11, (cme) ae-Ni. 
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“HALF A MILLION 
OMBINATIONS OF THESE 


It is Socony-Vacuum’s job . . . through its Engineering 
Service ... to provide ‘Correct Lubrication’ for 500,000 
different applications of bearings ... gears... cylinders.” 











Specialized knowledge of make plant operations more 
machines and oil to save economical and profitable. 
you money 


Take just 2 few minutes to talk 
with a Socony-Vacuum repre- 
[' TAKES A GREAT, highly trained sentative . . . let our experience 


organization ta keep fully up work among your capable plant 
to date on half a million different men. It will pay you. 
varieties of vital mechanisms. 


That’s been the job of the 
2 : WHAT THIS EXCLUSIVE SERVICE 
makers of Gargoyle Lubri CAN DO FOR YOUR FLAMES 


1 Curb losses that boost power con- 


sumption and costs. 
Hundreds of thousands of Decrease maintenance — eliminate 


industrial men . . . executives, unnecessary repair bills. 


; Improve production results by 
plant Managers, machine greater machine efficiency. 


hands ... find that this exclu- Lower lubrication costs. 
: % : Help your men find ways to devise 
sive part of Socony-Vacuum’s ingevtans Geaabiliak: 


Service to Industry helps to 





cants for the past 71 years. 














INDUSTRIAL LUBRICATION 





71 Years’ Lubrication Experience—the Greatest in the Business 
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@ The first A. C. S. R. line to operate at 220,000 volts 

built in the west 23 years ago. The same sound engineeri 
considerations behind that historic project give A. C. S. 
the overwhelming preference in 1936. Aluminum Compa 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvani 


ALCOA:-ALUMINU 


ALCOA 
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NGAMO TYPE L-2 METERS SINGLE DISK 


TWO-ELEMENT METERS 





e Type L-2 two-element meters com- 
rise two complete electro-magnetic 
ements driving a single disk. They are 
esigned for modern "A" and "S" 
ountings, thus combining conven- 
nce in installation with a minimum of 
bace requirements. Electrical char- 
cteristics meet all the requirements TYPE L-2-S 

br modern meter accuracy and per- Sai a 


ormance. 


odetn Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





BUS SUPPORTS 


AND 


SOLDERLESS CONNECTORS 


(FOR EVERY SERVICE) 














STEEL MILL BUS SUPPORT SOLDERLESS CONNECTORS 


DeWa~Star Q) Electric: Ge 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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37 INTERNATIONALS serv. 


Burlington Transportation Co)... 


pe 


@ A highway network of 2100 miles between Chi- 
cago on the east and Kansas City and Omaha on 
the west has been built up by the Burlington 
Transportation Company since it was organized in 
1935. With operating headquarters in Galesburg, 
IlL, branches are maintained in Illinois, Iowa, 
Missouri, and at Omaha, serving as concentration 
points for local freight and as division points for 
through traffic. 


International Trucks have shared in the develop- 
ment of this Company’s business since the begin- 
ning. There are now 37 Internationals of various 


606 So. Michigan Avenue 


Here is a 3%4 to 4%4-ton Model C-55 International, one of the fleet of 37 working for the Burlington Transportation Co 








INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 








sizes working for the Burlington. Most of t 
are on long-distance runs. The others are li 
units on pick-up and delivery service and 
runs. The dependable performance for which 
national Trucks are noted is vital to this of 
where typical railroad schedules are maintai 









Look into Internationals for your own 
The wide range of sizes—Half-Ton to po 
Six-Wheelers—makes it possible to buy ju 
much truck as you need. See the nearby Com 
owned branch for complete information. 


















Chicago, Illinois 


INTERNATIONAL TRUCKS 
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O} STOPPERS 


PIPE 


All Types 


PIPE LINE SUPPLIES 














Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 

Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


FETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 








APPROVED 
BY 
UNDERWRITERS’ 
LABORATORIES 


Z 
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DAVEY LINE CLEARING SERVICE 


Get Ready for New Growth 


The buds will be popping before you know 
it—and luxuriant new tree growth will soon 
be nudging up and into your lines. 


Unless you are ready, you may have some 
serious tree interference to contend with in 
the next few months. 


A problem, like this, requiring quick ac- 
tion, is made to order for Davey men. 
Trained line clearing crews are active over 
a far-flung territory. These men are always 
relatively near to you. They are quickly 
available for emergency or regular mainte- 
nance work. 


Check with users of Davey line clearing 
service. They will tell you a story that will 
catch your interest. And then ask to have 
a Davey representative call—no obligation. 


THE DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SURGEONS 


18 Fywe eat: 
HAYS Be 
YE Yod abbat= 
EVERY BEND 
SAVES A FITTING 


Uiiil 








) 
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“Look around your place, 
Lad, and you'll discover 
some missionary work that 
can be done with the manu- 
facturers of everything from 
the furnace in the cellar to 
the kid’s bike in the garage. 
You’d think arc welding was 
a foreign subject to them.” 


“You’ve been dwelling in your morris chair too m 
of late, Pop! Visit the hardware stores and see 
streamlined bikes and other household equipmé 
Visit the furnace dealers and get their efficiency s: 
story—its hero being Welded Construction. And 
forth ... No, Pop, this is a simple problem in ho 
missions for the men who want to see more arc wé 
ing. Just tune in the halleluiah chorus of the conve 
and watch the unbelievers get religion!” 


Free Arc Welding Instruction for Power Every pound of electrodes requires 1. 
Salesmen. For particulars, get in touch kilowatt-hours. The average welder us 


with our main office in Cleveland, 


Dept. YY-372. 


Ohio. 5,000 to 10,000 lbs. of electrodes per yea 


No. 22 of a Series 


THE LINCOLN ELECTRIC COMPANY 


| Rotcet-t:t@misCoschttiocoiithd:)c:Me) MU Cro a A-)Coltele mm Aeatthesecl:}ct mets Mm tel My Loyal, 


CLEVELAND, OHIO 
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Kisco Again Leads The Ventilating Field 


With Two-Speed, Effective Exhausters and Coolers 


The Patented Kisco "Deflecto" Recirculator pro- 
vides low cost summer cooling comfort in a 
unique manner—quietly, effectively. It draws 
the cool air from the floor and recirculates it 
over a wide area, without blasts, drafts, or 
annoying noises. The “Deflecto" is offered in 5 
models, each in 3 sizes. 


The Kisco “De Luxe” Air Movers - - 
Coolers - Ceiling - Wall Bracket 
Base - and Hi-Boy 


Here is another method of providing cooling com- 
fort. Kisco “De Luxe” Air Movers are offered in 
four models; also with two-speed control. Quality 
and Performance are built into every Kisco Air- 
Mover, assuring you of results. 


The Adjustable Bracket is also supplied as stand- 
ard equipment, enabling you to set the fan proper 
at several angles. The Hi-Boy Pedestal is now 
equipped with a simple, adjustable, yet sturdy 
feature. There are no bolts, nuts, and unsightly 
fittings to tighten, nor is there any need for pipe 
wrenches, when making the adjustment. 


Kisco Exhaust Fans Direct Motor; also Belt Drive 


No need for substituting as Kisco offers you a 
complete line of Exhausters in sizes up to 48”. 
Kisco Fans are sold on Performance—not inches. 
Every unit is also guaranteed to handle the air 
efficiently and economically. 





“Breezy Tales of Summer Sales” 


This photo manual contains proof of Kisco Superiority. 
A copy will be supplied on request. In it you will find 
interesting evidence of Kisco success. 


For Low Cost Cooling Comfort— 
Specify Kisco Ventilating Equipment 


KISCO COMPANY, INC., 


14-16-18 W. PAPIN ST. ST. LOUIS, MO. 
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AMERICAN STREET ILLUMINATING CO. 


“Backed by 59 years’ Street Lighting Experience’’ 
261 N. Broad St. Philadelphia, Pa. 








MAKE A MEMO 


The cost of Silvray “Multiplex” 
Processing service for Street 
Lighting is insignificant com- 
pared with the skillfully de 
veloped IDEA behind it. 

An idea that will increase watt- 
age output—an idea that will 
promote cordial public relations, 
Every Utility official recognizes 
the importance of these two 
phases of management. 

Do not be content with a super- 
ficial knowledge of this service. 





We will be glad to give Utility 
officials full information upon 
request —and without charge 
or obligation. 




















Reserved for an 


MSA Advertiser 
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TO BETTER TYPING! 


Review for a moment a Royal-written letter! 


Every line reflects a reason why so many 
offices are replacing their present typewriters 
with Royals! Every word is sharp and clear 
—every paragraph is perfectly aligned and 
spaced! 

Experienced operators familiar with every 
make of typewriter, prefer the Easy- Writing 
Royal. They recognize the advantages of 
Shift Freedom, Touch Control*, Finger Com- 
fort Keys, Automatic Paper Lock—more than 
a score of exclusive Royal improve- 

ments which make every typing 

operation easier, faster. At the keys 

of a Royal, the girl types far more 

in less time! And therefore at a lower cost. 
Modernize! Save time and money! Invite 
a demonstration. Compare the Work! 


Royal Typewriter Company, Inc., 2 Park Ave., N.Y. 
The world’s largest company devoted exclusively to 
the manufacture of typewriters. Also makers of the 
Royal Portable Typewriter for home and student 
use. Factory: Hartford, Conn. 

*Trade-mark for key-tension device 
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MODERNIZE 
WITH 
>» ROYAL 


World’s No. 1 
Typewriter! 
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; MAKE A MEMO 


The cost of Silvray “Multiplex” 
Processing service for Street 
Lighting is insignificant com- 
pared with the skillfully de- 
veloped IDEA behind it. 

An idea that will increase watt- 
age output—an idea that will 
promote cordial public relations. 
Every Utility official recognizes 
the importance of these two 
phases of management. 

Do not be content with a super- 
ficial knowledge of this service. 
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We will be glad to give Utility 
officials full information upon 
request —and without charge 
or obligation. 


AMERICAN STREET ILLUMINATING CO. 


“Backed by 59 years’ Street Lighting Experience” 
261 N. Broad St. Philadelphia, Pa. 
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TO BETTER TYPING! 


Review for a moment a Royal-written letter! 
Every line reflects a reason why so many 


offices are replacing their present typewriters 
with Royals! Every word is sharp and clear 
—every paragraph is perfectly aligned and 


spaced! 


Experienced operators familiar with every 
make of typewriter, prefer the Easy- Writing 
Royal. They recognize the advantages of 
Shift Freedom, Touch Control*, Finger Com- 


fort Keys, Automatic Paper Lock—more than 


a score of exclusive Royal improve- 
ments which make every typing 
operation easier, faster. At the keys 
of a Royal, the girl types far more 


in less time! And therefore at a lower cost. 

Modernize! Save time and money! Invite ’ 

a demonstration. Compare the Work! Wo rid S N 0. 1 
Royal Typewriter Company, Inc., 2 Park Ave., N.Y. = 

The world’s largest company devoted exclusively to T e Ww r | t e r ! 
the manufacture of typewriters. Also makers of the y p " 
Royal Portable Typewriter for home and student 

use. Factory: Hartford, Conn. 


*Trade-mark for key-tension device 
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Ewing Gallo 


Cities SERVICE LUBRICANTS 
meet every industrial specification! 


F RoM the most powerful turbine to required for massive gears and bea 

the most delicate precision machine, ing surfaces that must carry treme 
Cities Service stands ready to supply dous loads or the lightest and pure 
the exact lubricant needed. lubricating oils are demanded fq 


Backed by 74 years of petroleum ex- delicate precision machines—there 


perience, Cities Service engineers can a Cities Service lubricant to me 
recommend authoritatively the proper every requirement. 

lubricants to be used. Wherever moving 

surfaces come together, at all speeds, and A Cities Service engineer will be glad 
at all loads—whether heavy greases are discuss your lubrication needs with you. 


CITIES SERVICE RADIO CONCERTS ... EVERY FRII AY 8 P.M. (E.S.T.) ... WEAF & 43 NBC STATIO 


CITIES SERVICE INDUSTRIAL OIL 
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To users of Gelatin or Spirit 


DUPLICATING MACHINE 








F your business uses a duplicating machine, 

either the familiar gelatin type or the newer 
rit type, you may be able to effect a saving on 
per—and have better-looking copies in the 
rgain. It takes only two minutes to find out. 
bmpare your present duplicator paper with the 
alities of Hammermill Duplicator—perfected 
er years of painstaking research under com- 
prcial conditions. 


sCan your present paper be used on either 
atin type or spirit type duplicating machines? 
ammermill Duplicator can. 


gelatin machines, do copies get fainter as 

e run progresses? Hammermill Duplicator 
oduces copies approximately equal in in- 
sity—with no rapid fading out as the run 
ogresses. There is no excessive absorption of 
k into the paper—the chief cause of fading. 


100 SHEETS OF 


HAMMERMILL 
DUPLICATOR 


(WATERMARKED) 


FREE 


On the spirit duplicator, does your present 
paper require much or little fluid? Hammermill 
Duplicator gives brilliant copies with mini- 
mum of fluid . . . so it reduces fluid expense, 
avoids blurring, reduces curling. 

Who makes it? Hammermill Duplicator 
(watermarked) is made by the makers of 
Hammermill Bond. 

Hammermill Duplicator Paper is available 

from your printer or stationer in white, blue, buff, 
pink and salmon, colors that match Hammermill 
Bond and Hammermill Bond Envelopes. 
100 SHEETS ... FREE... if you will send usa 
sample of your present duplicator work—in re- 
turn we’ll mail you Free a 100-sheet Test Packet 
of Hammermill Duplicator Paper. Please attach 
coupon to your business letterhead. 


If you prefer, omit coupon and simply write us on your letterhead 


Hammermill Paper Co., Erie, Pa. 
Gentlemen: Please send me Free a 100-sheet Test Packet 
of H mill Duplicator Paper. 





Name. 








m 0 Gelatin 
Check type of machine used — oo ss 


(Please attach coupon to your business letterhead) 
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FOR WORK THE MINUT| 
IT GETS ON THE JO 





eo TS 


No Expensive Auxiliar 
Equipment Necessary 


Savings over other methods will startle you — thé 
BARCO is well worth your investigation. 
Economical and effective — winter or summer 


temperature makes no difference. 

When drilling — digging — driving — cutting o 
tamping, remember that BARCO will do the wor 
just as efficiently and at a fraction of the cost 
other methods. 


BARCO MANUFACTURING CO. 


: 1803 W. Winnemac Avenue, Chicago, I 
q BARCO,. casos 
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Dil-Filled Cable 


HAS NOW PASSED ITS 
FIRST 1000 MILES 























Still not a Single Electrical Failure 


EN years ago oil-filled cable stepped out of its swaddling 
g Bere and into its first commercial installations. In that 
decade, how lusty it has grown! As old 1936 passed out of the 
picture, the length of oil-filled cable in service—or being 
installed—totaled 1048 miles. It ranged in voltage from 15,000 
to 220,000 volts. Eleven countries were represented: Argentina, 
France, Germany, Great Britain, Holland, Italy, Japan, Man- 
chukuo, Sweden, Switzerland, and United States of America. 
Yet in all these 10 years—and even with this great mileage—oil- 
filled cable has yet to experience its first electrical failure. That 
is dependability! But today oil-filled cable offers even more. 
Improvements in material, in design, and in methods of install- 
ation have lowered the cost—have made possible new econ- 
omies. Will oil-filled cable show like savings on your next 
high-voltage underground circuit? General Electric Company, 


Schenectady, New York. 


520-112E 


GENERAL @ ELECTRIC 





OE 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Pe ON apse 
Development B 
y 


For Exti 
xtinguishing Oil 
1 Fires 





In line . 
. with th 
in ‘ e bes 
the science of fi t traditions of 
re protection pine Grinnell C 
ineering. ompany 


puBLIC UTIL 
ai ong 
ANY 
x Power Howse 


yORE EDISON © COMPA 
Eas’ « Rive 
grasa — 8 


KLYN EDISON COMPA ‘ANY 
Hello Avenve 

OMPANY 

Su ybstatiom 


pROOS 
pHILADELPHTA ELECTRIC c CO 
comPa oe gil Stree 
TROIT EDISON © ¥ 
a THO el and MarysY 
pENNSYLV* tA ELECTRIC COMPANY 
Sewat rd Station 
ER AN aciRPORATION 
yn, N- * 

Statio® a Six Other Ss 
REAT 5 aatTAIN 


NEW 


alle substations 


cations 


D. 
a Powe® 
OF 


ons, Paris 


RicityY BO. 
Three Sratio 
jOMELECTRICS CITE 
De Vienne and —, De Roe ochet Stratio 
rows co. LTD. 
red States 


U 
Rue 
% 4 LIGHT | 
Three Stations © Brazil 
ses © a Englands 


Frances the Uni 


Th 

aa Grinnell Compan 
fire pro patenen on mf welca 
tion, ont a With is form 
plans and care will b lig 


NELL 3 

: MUL 
SIF 

cane YRE°? SYSTE 


execu 
Tiv 

: € OFFICES 

RANCH OF tae PROV! 

FICES IN PRINCIPAL DENCE, R. ¢, 

L sce le 








This 
page is 

reserved 

unde 

r the MSA PLAN ( 

Manuf 

acturers 

Service 

Agreement 

) 





pril 1, 1937 Public Utilities Fortnightly SRP B+ 


Attention - - Bargain hunters 


3 





HERE may be bargains discoverable in the wares of 
the worthy street merchant . . . but no man ever got 
a bargain in cheap water meters. Quality cannot be 
peddled to the lowest bidder. It has its price . . . and that 
price is, in the final analysis, the lowest, the best bargain. 
Trident and Lambert Meters are Quality Water Meters 
—with interchangeable parts that renew that Quality, and 
protect the value of your investment in them, for long 
years after cheap water meters have be- 
come obsolete. Neptune Meter Com- 
pany (Thomson Meter Corp.), 50 West 
50th Street (Rockefeller Center), New 
York City ... also... Neptune Meters, 
Ltd., 345 Soravren Ave., Toronto, Ont., 

Canada. 


Here’s a real bargain—an 
1899 Trident Meter Casing, 
cut open to show modern 
rey ay Py 
Sears from now—with the and LAMBERT WATER METERS 


Tridents you buy TODAY. 





Over 6 Million of These Fine Water Meters Made and Sold the World Over 
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FOR TEMPERATURE CONTRC 
Rely on Taylor 


ANY PLANTS of every kind have 

stopped worrying about temper- 
ature trouble. They have found accu- 
rate, durable and economical instru- © 
ments available to watch over temper- — 
ature and maintain it accurately at the 
correct degree. 

These instruments are Taylor Indi- 
cating Thermometers—Straight and 
Angle Thermometers, Dial Thermom- 
eters—Taylor Recording Thermometers, 
and Taylor Temperature Controllers. 
Their accuracy is that of a fine watch 
and of a precision instrument. Their 
durability is a matter of long record. 
Their success in efficiency in helping to 
keep down power costs has been re- 
peated time after time. 

Let Taylor Instruments aid you in 
modernizing your control equipment 
now and guard you against temperature 
“leaks.” These instruments are so pro- 
ficient that they pay for themselves in 
a remarkably short time. 

If you have any temperature control 
problems bothering you, tell us about 
them and let us help you select the 
correct Taylor Instruments to take care 
of them. For this help, write Taylor 
Instrument Companies, Rochester, 
N. Y., U.S. A. 


“Tae 











TEMPERATURE, PRESSURE and FLOW INSTRUME 
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Wagner DISTRIBUTION 
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WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function of public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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RESEARCH HELPS 
BUILD LOAD SOUNDL 
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PROTECTIVE GROUNDS | flee 
| |ARE BETTER EQUIPPED 
| |TO DO THEIR PART 


Installed out of sight, where 
periodic inspection is imprac- 
tical, Copperweld Ground Electric refrigerators are great load builder 


Rods and Grounding Clamps 
insure the dependability of But electric refrigerators vary in construct 


your protective grounds. and therefore in effectiveness. Often perform 
in some respects is better than in others. 
Although Copperweld Ground 


Rods offer the permanence of That is why Electrical Testing Laborato 

copper, because of their rust- makes complete tests and reports the resul 

proof copper exterior, the Then you can see how products measure up, 

are nevertheless er in your different requirements. 

Also, they can be driven 

uickly, without bending, as For forty years E. T. L. has been conductiiy 

the steel core of these rods research and testing activities for utilities, on 

makes them extremely rigid. most every commodity that they sell, serv 
buy or use. Our clients tell us that this has m 

& their operations more economical. May we sef 
you? 





a} 
iy 


de 





[Specify Copperweld Rods 


and Clamps—and guard 
against substitutions ELECTRICAL 
TESTING 
LABORATORIES 


COPPERWELD STEEL COMPANY 


GLASSPORT PA. 
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ORE POWER per TON 


wit h @ In your tours of inspection through the most 
modern power plants throughout the country, 
notice how many of them are equipped 100% 
with Buffalo Fans. Those Buffalo Fans have 
been specified for only one reason—greater 
operating efficiency proved through exhaus- 
tive tests—efficiency that means.more power 
for every ton of fuel burned. 








If you want the same efficiency in YOUR plant 
that is being enjoyed by such plants as Hell 
Gate, Wankegan, Powerton, Huntley and oth- 
ers, then you want the whole story on Buffalo 
Fans. Write for it today. 


BUFFALO FORGE COMPANY 


444 Broadway Buffalo, N. Y. 
Branch Engineering Offices in Principal Cities 
In Canada: Canadian Blower & Forge Co., Ltd., 
Kitchener, Ont. 





ES 


Ped 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly April 1, 1s 











de 


UXe 


Reed Designed for Electric Ranges 


WARE 


for Brilliant Performance 


These five beautiful matched utensils are made of triple thick aluminum. They 


combine all features recommended for range efficiency and economy—and 


make possible new accomplishments in the art of range cookery. 


New Features 

. Design. Embodies entirely new principles for 
healthful, waterless cooking. 

. Bakelite Handles and Knobs. Will not shrink, 
turn or loosen. Can be used in the oven with 
heats up to 350 degrees. (Dutch Oven — 450 
degrees. ) 

. Triple Thick Aluminum. Requires only low heat 
for cooking—heats quickly and evenly. 
Flavo-Seal covers. Retain natural food flavors 
and moisture. 

. Flat Bottoms and Straight Sides. Result in high 
thermal efficiency. Utensils fit snugly over heat- 
ing units. 





For Electric Range Promotions 
The DeLuxe set is ideal for promoting electric range 
sales. Its beauty and features appeal to prospects; 
its perfect performance pleases the range owner. Set 
consists of a 5 quart Dutch Oven; 2, 3, and 4 quart 
covered Sauce Pans; and a 10 inch Covered Skillet 
or Chicken Fryer. 


Complete Recipes and Instructions 
A 23-page recipe booklet, especially prepared for 
electric range cookery, accompanies each set. Write 
for your copy. 


WEST BEND ALUMINUM COMPANY 
Dept. 662 West Bend, Wisconsin 
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The CLEVELAND 
BABY DIGGER 
MODEL 95... 


“Better Business” says, “before you 
invest investigate.” We say before 
you purchase your next trencher be 
sure you investigate the new “Model 
95” Cleveland Baby Digger. 


Here is a machine that will deliver 
maximum dividends per dollar in- 
vested, and there are reasons: 


@ The primary reason for the Cleve- 
land “Model 95’s” high value is 
that it isa COMPLETE TRENCHER. 
Meaning that—The Baby Digger—fits 
most jobs—gets to the jobs in shortest 
time—does the job with the least loss 
of time and at least expense. These 
results are secured because of the 
practical design and the quality con- 
struction of this new model Baby 
Digger. 


@ Understanding and knowing from a 

practical ‘“work-accomplishment” stand- 

point the many obstacles with which 
city and suburban trenching is beset, the Baby Digger was originally built to meet and over- 
come them and while the basic design of today’s trencher is not changed, improvements have 
been made that assure the “man on the job” of being able to quickly meet and overcome trench- 
ing conditions as they are today. 


Literally thousands of miles of completed work prove the correctness of the Baby Digger's 
original, distinctive, fully patented design. If you would assure the most trench, in the most 
places, at the least costs and thus win the reputation of a careful buyer, put a Baby Digger 
a 95 on the job. You can investigate without obligation before you buy. Get the details 
today. 


THE CLEVELAND IRENCHER COMPANY 


0100 ST. CLAIR AVENUE CLEVELAND, OHIO 


a PEP DAA DE PANNE BL € 
BABY DIGGER Model 95 
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Utilities Almanack 


—~S APRIL —_—_— 


ena Water Works Association, Florida Section, concludes meeting, Ocala, Fia., 


{ Pacific Coast cu Association, Sales & Advertising Section, ends convention, Los An- 
geles, Calif., 1937 


{ American Water Works Association, Montana Section, will hold session, Lewis- 
ton, Mont., April 19-22, 1937. 


{ Missouri Association of Public Utilities will convene for annual session, Excelsior 
Springs, Mo., April 21-23, 1937. 


{ American Water Works Association, Kentucky-Tennessee and Southeastern Sections, 
starts joint meeting, Chattanooga, Tenn., 193 


{ Iowa Independent Telephone Association opens convention, Des Moines, Iowa, 1937. 
{ Chamber of Commerce of the U. S. A. will hold convention, Washington, D. C., April 
26-29, 1937. 


s | a Northwest Regional Planning Commission convenes for session, Boise, Idaho, 


q 1 Electric Institute, Technical Committees, will convene, Chicago, Ill., May 3-7, 
1937. 


q Pennsylvania Gas Association will hold convention, Sky Top, Pa., May 4-6, 1937. 


{ American Gas Association, Natural Gas Department, will hold session, Kansas 
City, Mo., May 10-15, 1937. 





Y American Gas Association opens distribution conference, Washington, D. C., 1937. 
| Mid-West Gas Association begins convention, Waterloo, Iowa, 1937. 


1 Wisconsin Locally Owned Telephone Group starts meeting, Madison, Wis., 1937. 
{ Wisconsin State Telephone Association begins convention, Madison, Wis., 1937. 


LF soot agg on Works Association, Canadian Section, opens convention, Montreal, 


401 
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Courtesy of the Philadelphia Electric Company 
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Is the Moneyed Group behind 
Public Ownership of Utilities? 


We know what the public ownership movement stands for. We also 
know the general run of argument for or against it on its merits. But 
do we know why public ownership as an organized political objective 
exists—why it is here today and was not here yesterday? Is tt high 
rates or other alleged abuses of private management, or is it something 
more fundamental and less popularly understood? It ts from this more 
or less original approach that the author of this article discusses what 
he believes is, in large part, really at the bottom of the present wave 
of public ownership agitation. 


By ARTHUR HUNTINGTON 


| , JiTHouT knowing or caring to 
investigate and learn facts, the 
man of the street has come to 
regard utilities as crushing monopolies, 
which have levied heavy tolls on the 
people, in order that rich men may en- 
joy profits on watered stock until the 
consumers have risen up in protest and 
are accepting municipal ownership and 
Federal and state meddling and attack 
as the way out. 
In the opinion of this author, noth- 
ing is farther from the truth. Munic- 
ipal ownership and government in 
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business are not in the public interest. 
There have been instances when poor 
service or high rates or bad manage- 
ment has caused attack by the consum- 
ers, but such cases have been the ex- 
ceptions rather than the rule. Generally 
speaking, the public knows nothing of 
its grievances or that there is to be an 
attack until the propaganda of the 
promoter agitator begins to take effect. 
Without going into detail or attempt- 
ing even to enumerate the cause, I will 
name only two leading classifications 
of government ownership advocates. 

APR. 1, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


First of all, there are people who by 
experience have learned the advantage 
of owning and the benefits that go 
with the ownership of municipal, state, 
and Federal bonds, which in addition 
to enjoying many tax exemptions are 
an underlying first mortgage on all of 
the property and income in the taxing 
districts (with both principal and in- 
terest collected and delivered at gov- 
ernment expense). The ownership of 
such securities frees the owners’ from 
many of the hazards that go with the 
ownership of property or which must 
be accepted in business. 

The principal fiscal agent of this 
group is the “social-minded” invest- 
ment banker; too often investment 
bankers: of the highest type lend their 
aid to the developing of these preferred 
securities. The principal assistants are 
pro fessional promoters, manufacturers 
of equipment, contractors, professional 
labor agitators, prominent citizens 
looking for local glory, and a few other 
miscellaneous types. The politician is 
a secondary figure. He enters the pic- 
ture only after the public has shown 
a willingness to endorse the venture or 
has actually authorized it with votes. 


} fe recent years a new element has ap- 
peared. They may call themselves 
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“socialists,” “communists,” or other 
titles indicating politico-economic dis- 
content ; but, in any event, these groups 
have become active (among other 
things) in forcing government into 
business; at the present time these 
groups are highly organized and are a 
potent factor in partisan politics. The 

1JIn a former article, Pustic Uriities 
FortNIGHTLY, May 23, 1935, Mr. Huntington 
gave his reasons for his belief that municipal 
utility plants are, generally speaking, subsi- 


dized by indirect methods of levying on tax 
funds. 
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objectives of the socialist are entirely 
the opposite of the money group. They 
hope, through government, to destroy 
all business; in so doing to establish 
complete social distribution of capital 
wealth and income. 

In spite of the natural antagonism, 
which should exist between these two 
major classifications (1) those seeking 
personal benefits; (2) those seeking 
social readjustment, they are for the 
time being working together. The first, 
or money group, hopes to create a con- 
dition whereby its social and economic 
security will be guaranteed by the 
pledging of the first fruits of tax levies 
for the security of bonds which they 
own. The second class—the socialists— 
assure us that government in business 
is just one step along the road to the 
ideal communistic state, where all prop- 
erty will be owned by the state and all 
business and social activities will be 
directed by a central benevolent plan- 
ning body with autocratic and despotic 
authority. 

The electric utilities are now situated 
within plain range of the cross fires of 
both of these camps. 

As yet America is not in sympathy 
with communism, but she is making 
progress along the road traveled by 
other states that ends up on the left 
bank. On the other hand, with equal 
smugness, people scoff at the idea of de- 
veloping an American royalty, scarcely 
realizing that in a relatively few years 
we have set the stage and are now creat- 
ing the most favored and care-free 
royalty the world has yet known. 


t hooaa America inaugurated a sys- 
tem of government based on the 
assumption that “all men are created 
free and equal,” the European econo- 
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PUBLIC OWNERSHIP OF UTILITIES 


mists and statesmen rightfully began 
to speculate as to the length of time 
it would last, what would be the trend 
of development, and the final status of 
workers, commoners, and royalists. 

They did not for a moment assume 
that the new republic would be able to 
exist as a democracy. Knowing the 
democracies of the past, they merely 
expected that sooner or later an “irre- 
sponsible and unregulated populace,” 
excited by damagogues and radicals, 
would bankrupt the nation or bring it 
to such a pass that a dictator, always 
the forerunner of a monarch, would 
have to assume control. The particular 
interest of these early critics centered 
in the type of royalty and the means 
which would be developed whereby a 
group of people could learn to live at 
public expense and find a way whereby 
those privileges could be passed on to 
their heirs from generation to genera- 
tion. 

For more than a century they as- 
sumed that an American brand of 
royalty, similar to that which has ex- 
isted in the past, would be built around 
large land holdings. But America dis- 
pensed with laws whereby property 
could be entailed and passed on to a 
surviving head of the family. 

For approximately seventy - five 
years foreign skeptics looked to our in- 
dustrial empires to furnish the basis 


of this new royalty. Yet, experience 
has shown that man has not yet de- 
vised a way whereby he can pass his 
business talents on to his heirs. 

However, with the collapse of land 
values in 1921 and the business de- 
bacle of 1929, we now find that we have 
gradually developed a system of finance 
which shows promise of being the 
nucleus around which the long expected 
American royalty can be built. 

Just what is royalty? 


| agperscine as we know it, was the 
outgrowth of feudalism and un- 
til the signing of the Magna Charta at 
Runneymede in 1215, usually implied 
despotism. It carried with it the as- 
sumption that the right to entailed 
wealth, to titles, and to rule were God- 
given. Royalists believed that they had 
the right to maintain many of their 
positions by levying a toll on the efforts 
of people not divinely favored. Origi- 
nally the word “royalty” applied only to 
the rents the common people were 
forced to pay for the privilege of liv- 
ing on the land of the feudal chiefs. In 
time, the ruling classes assumed that 
they themselves were the royalty and 
the rentals were not payments for the 
use of the land, but contributions from 
commoners to those especially set apart 
by the Creator as the elect. 

Almost before the ink was dry on 


American Independence came as another great blow to the 


q “AFTER the Magna Charta, the signing of the Declaration of 


theory of divine rights—this time in the new world of 
America. With the establishment of a government without a 
vested ruling class firmly established in the United States, 
other people began to throw off the royal yoke and a large 
part of the world accepted the theory that ‘all men are created 


free and equal.’” 
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the Magna Charta, English royalists 
began to try to devise some way where- 
by they could retain their favored 
positions. From time to time, there ap- 
peared strong men who were able to 
regain temporarily many of the special 
privileges which formerly were con- 
ceded as the rights of the rulers, but 
the end of each century saw a more 
restricted royalty than that which had 
existed at its beginning. Conversely, 
the lot of common people became more 
secure. 

After the Magna Charta, the sign- 
ing of the Declaration of American 
Independente came as another great 
blow to the theory of divine rights— 
this time in the new world of America. 
With the establishing of a government 
without a vested ruling class firmly es- 
tablished in the United States, other 
people began to throw off the royal 
yoke and a large part of the world ac- 
cepted the theory that “all men are 
created free and equal.” 


ut the old order did not die so 
easily. With the end of the World 
War, there came a new conception of 
“royalty.” The theory of the equality 
and brotherhood of man, incorporated 
into the theory of government, did not, 
nor does it now, in any way dampen 
the ardor of strong and capable men 
for exalted positions of political and 
economic power. 

The foundation of European royalty 
was hereditary titles supported by land 
holdings. For about three centuries 
land was the unit by which wealth 
was measured in both Americas, but, 
without the legal rights to entail large 
land holdings, large estates eventually 
fell apart. For nearly a century an 
effort was made to create estates built 
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around some form of industry. As a 
class, American men of wealth are 
still thinking in terms of industrially 
created estates. There is now an ever- 
increasing number of individuals who 
realize that ability cannot be bequeathed 
to an heir. 

For nearly a century after American 
Independence, the great quest of royal- 
ists was for a new scheme whereby 
men could amass fortunes and pass the 
benefits of their wealth to their heirs. 
During that developing period of our 
Mechanical Age, which greatly in- 
creased our ability to create wealth, 
vast fortunes became comparatively 
numerous and relatively easy toacquire. 
Most of the middle class and many of 
the laboring classes are now enjoying 
luxuries which surpassed those enjoyed 
by royalty two centuries ago. 


. was not until about 1870, nearly 
100 years after the Declaration of 
Independence was signed, before any- 
one devised a way whereby benefits of 
these fortunes could be passed onto 
heirs in such a way that they could be 
enjoyed without responsibilities to so- 
ciety or risk to the owner. Now after 
sixty-five years, the people are begin- 
ning to learn that an ever-increasing 
debt has been saddled on us and our de- 
scendents for generations to come, and 
that many of these debts are basically 
in the interest of a royalty in the mak- 
ing. 

When the Iron Chancellor Bismarck 
was trying to devise ways and means 
whereby he could finance the German 
Empire, he went to the House of 
Rothschild for counsel. Out of these 
negotiations came a plan which eventu- 
ally placed all of the full wealth of the 
German people at the disposal of the 
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Government Attack Is Government Aid 


“ae government bonds are being issued to provide the funds 
with which to subsidize local government-in-business enter- 
prises, while others are for the purpose of direct subsidy to preferred in- 


dustries and voting groups. . 


. . After studying the effect of several 


decades of government attack on the electric industry and comparing tt 

with those industries which are selling their birthright for government 

aid, I am quite convinced that government attack is preferable to gov- 

ernment aid and all that goes with it. The politician in attack ts less to be 
feared than the politician in the roll of savior.” 





State, and at the same time, gave to the 
investors a security which was tax 
free, with interest and principal col- 
lected at public expense. In reality, the 
security was a first mortgage on all of 
the then existing and future resources 
and wealth of the German people. 
Neither Bismarck nor Rothschild 
created anything new; they simply 
made a new use for a type of security 
which had existed for many decades. 
The new thing which they did was to 
give to the people a security which 
carried the pledge of the nation, where- 
as, up to that time monarchs borrowed 
money more or less on their own per- 
sonal account, and municipalities 
pledged only that portion of the prop- 
erty which was benefited, when they 
mortgaged the future. 
XN first these preferred securities 
were issued only to the petty 
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princes, thus making it possible for 
them to live at public expense; as the 
wealth of the merchant and industrial 
class increased, they were made avail- 
able to all. In fact, much of the devel- 
opment of the German Empire was 
forced onto the nation by people who 
desired these securities. Many times the 
common people and labor demanded 
that the future be mortgaged, in order 
that temporary benefits might be en- 
joyed. 

This type of financing* did not ap- 
pear in America until about 1880, but 
when it did come, the use to which it 
was applied bore little relation to the 
use Bismarck made of it. In Germany 
the security in addition to making the 
financing of the Empire easy was used 
to make the resources and incomes of 

®The United States took similar action 
when it created the national banks and per- 


mitted them to issue money, the value of which 
was secured by national bonds. 
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the petty royalty safe without giving 
them a voice in the government. In 
America the investment banker got be- 
hind the securities and in time built up 
a clientelé which was able to absorb 
these securities in quantities. And now 
they are forcing the various divisions 
of government into issuing these bonds 
in order that men with more wealth 
than they can handle in business or 
look after if invested in property will 
have a safe place to invest their surplus 
funds. Broadly speaking, the holders 
of these securities constitute a modern 
royalty. 


N the more advanced countries, 
particularly the United States, there 

is growing up a new class, which, by 
the ownership of government securi- 
ties, has more privileges and less re- 
sponsibility than any royalty the world 
has ever known. They live on the taxes 
of the people, while they themselves 
enjoy many tax exemptions. 

What is the nature of these bonds 
and how are they created? 

1. The bonds must be secured by a 
pledging of a tax levy covering all of 
the property in the whole taxing dis- 
tricts. 

2. The interest and principal must 
be collected at public expense and de- 
livered to the bondholder without cost. 

3. They must be to all intents and 
purposes tax® free. 

There are three major ways whereby 
these securities are created. In the 
order of their desirability, they are 
created : 


$ Many investors, knowing that few gov- 


ernment-business enterprises can hope to 
stand on their own feet, are centering public 
attention on the tax-free feature of govern- 
ment bonds to detract public attention from the 
fact that the bonds are a first lien on all of the 
property and income in the taxing districts 
and that principal and interest are collected 
and paid at public expense. 
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1. By anticipating revenue for the 
creation of public works. 

2. By the creation of governmental 
deficits. 

3. By putting the government into 
business. 

Public and alleged public improve- 
ments vary all the way from public 
buildings clear down to the more de- 
fenseless type of boondoggling. But, 
by and large, the money expended in 
this way is authorized by the voters, 
who get something for their money. 
The fact that many times these alleged 
improvements are a liability seems to 
be of little consequence. Deficits are 
sometimes justifiable but, as a rule, 
they are unpopular and sooner or later 
are a source of political trouble. Defi- 
cits have been responsible for a large 
volume of tax-free securities. 


|” ee many years anticipating the 
future for the creation of public 
improvements was the major cause for 
mortgaging the future. From time to 
time, deficits have been a factor. At 
the present time, both mortgaging the 
future in the name of public improve- 
ments and deficits are increasing at an 
unprecedented rate, yet the new bor- 
rowing to finance the various invasions 
of government in business is outstrip- 
ping both of them in the production 
of new bonds. 

Note that I have used the terms 
“public improvements” rather than 
“public works.” Many of our alleged 
public works projects are public liabili- 
ties, while others are in the nature of 
endowed economic tombstones. They 
offer no hope for success as business 
enterprises and at the same time work 
irreparable hardships on long estab- 
lished, legitimate, honestly operated 
businesses and industries. 


408 





PUBLIC OWNERSHIP OF UTILITIES 


So well known are some of the larg- 
er of these government-in-business 
projects that few people realize that 
their very prominence is the result of 
high powered propaganda, which is 
serving a dual purpose. First, it leads 
the public to believe these major proj- 
ects are being installed to bridge a gap 
which business and industry have been 
unable or unwilling to bridge. Second, 
it creates a smoke screen behind which 
is hidden the fact that more than 200 
legitimate businesses are being forced 
in varying degree to meet either sub- 
sidized competition or political dicta- 
torship.* 


4 The fact that political promoters for gov- 
ernment enterprises in business operations 
realize that they must cover up costs to recover 
practical benefits may explain, in part, the rea- 
son why utilities are a favorite target for 
their attacks as distinguished from other 
types of commerce. By their nature, utility 
operations invite bookkeeping “experiments.” 
In the utility field, for example, interest on 
money invested, obsolescence of property, and 
taxes usually amount to approximately 50 per 
cent of gross income. These costs run higher 
on small steam and oil engine plants and may 
even run as high as 80 per cent on hydro plants. 
By charging all or portions of these costs 
against the taxpayers and failing to provide 
for them out of operating revenues, political 
management can make a good showing. In 
utilities, the business cycle is very long and 
comprehensive accounting of results is less 
frequent than in the merchandising business, 
for instance, where capital is turned over very 
often and where interest on money and taxes 
are relatively small items of total cost. Thus, 
in certain mercantile lines, more than 50 per 
cent of operating expenses is represented by 
the cost of the commodity dealt in, which must 
be either sold or written off the books within 
a relatively short period. 


e 


M**" government bonds are being 
issued to provide the funds with 
which to subsidize local government- 
in-business enterprises, while others 
are for the purpose of direct subsidy 
to preferred industries and voting 
groups. 

Not all of the sin of mortgaging the 
future can be laid at the door of the 
politician or certain types of invest- 
ment bankers and their clientelés. 
There are few pages in the history of 
government in business that give more 
food for thought than those which 
record the history of the unloading of 
waterworks onto the cities and towns 
of America. But some of the new pages 
being written show promise of becom- 
ing even more interesting, if disturb- 
ing, reading. 

After studying the effect of several 
decades of government attack on the 
electric industry and comparing it with 
those industries which are selling their 
birthright for government aid, I am 
quite convinced that government at- 
tack is preferable to government aid 
and all that goes with it. The politician 
in attack is less to be feared than the 
politician in the roll of savior. 

The most disturbing trend of the 
modern government ownership move- 
ment from the viewpoint of sound 
economy and equitable government is 
the character of securities sought to 
support the various public ownership 


“In the more advanced countries, particularly the United 
States, there is growing up a new class, which, by the owner- 
ship of government securities, has more privileges and less 
responsibility than any royalty the world has ever known. 
They live on the taxes of the people, while they themselves 
enjoy many tax exemptions.” 
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ventures. First of all, they must be tax 
exempt. Next, the promoters are gen- 
erally keen to see that these bonds be- 
come a direct obligation, chargeable 
against all taxable property. They may 
give lip service to the “revenue bond” 
idea and talk loudly of their proposed 
projects “standing on their own feet” 
or “paying for themselves.”’ But sooner 
or later, if not in the beginning, steps 
will be taken to see that these tax- 
exempt securities will be guaranteed by 
the credit of the governmental body 
issuing them. Already, to give a specific 
example, there is talk about amend- 
ing the New York State Power Au- 
thority law so as to provide for tax- 
supported. securities in the event the 
proposed St. Lawrence hydro power 
project ever gets under way. 


| en many years there have been stat- 


utory limits of indebtedness to 
protect the taxpayers from those who 
hold that if a business with an indebt- 
edness of less than half its assets is 
solvent, a government should be per- 
mitted to pledge upwards of 50 per 
cent of its wealth without danger. 
More than a decade ago, there were 
men who were openly advocating that 
America could support upwards of 50 
billion dollars worth of Federal in- 
debtedness. President Roosevelt has 
stated that certain unnamed “bankers’”’ 
had suggested a Federal indebtedness 
of 70 billion as not necessarily dan- 
gerous. 

Speaking of the President reminds 
me that he has made some disparaging 
remarks regarding “economic royal- 
ists.” A few years ago when the United 
States Senate was America’s most ex- 
clusive rich man’s club, the term “eco- 
nomic royalty” seemed possible. Time 


has proven the falseness of this as- 
sumption. The richest man ever to sit 
in the Senate (who died recently) 
transferred the major part of his in- 
dustrial holdings into tax-free bonds. 
Students of economics now know that 
men of wealth, who create economic 
empires, cannot pass the ability to oper- 
ate them on to their heirs. If you doubt 
it, look over the directorate of some of 
the vast estates or business enterprises 
of a relatively few years ago. The read- 
justment after the World War and our 
income tax laws have made America 
cease to think of industrial royalists 
and center her attention on an Ameri- 
can royalty built around the owning 
of tax-exempt securities, not only a 
possibility, but an imminent hazard. 


Ww" deflation and business stag- 
nation, America as a nation be- 
came conscious of the card house struc- 
tures of some of her business fortunes 
and the poverty which goes with the 
ownership of property which produces 
a deficit. Men of wealth are beginning 
to think in terms of an estate, which 
has a guaranteed fixed value and in- 
come; one which can with confidence 
be passed on to their heirs. No royalty 
of the past has ever had the opportunity 
of enjoying such privileges with the 
taxpayers’ money; no royalty has ever 
had so few obligations to society as is 
now being given to American men of 
wealth. The holders of these securities 
need not even go to the public trough; 
the “trough” is brought to them at 
public expense. By the way, the hold- 
ers of these securities are free to enter 
public life, knowing that their possible 
government and economic mistakes 
will in no way hazard either their basic 
wealth or their income. 
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Social Security Fund Growth 

‘ 7 N a few years Social Security funds will have reached such a 

sizable volume of money that all outstanding Federal securi- 
ties plus several billion yet unissued will have been purchased by the 
United States Treasury Department with deductions from the pay 
checks of the industrial workers. Carried to its logical conclusion, 
the workers may some day find themselves paying the interest on the 
bonds which guarantee their security ‘in the sweat of every man who 


labors. 


2 33 





So we see that the security of Ameri- 
ca’s budding royalty rests on the own- 


ership of public debts, which are guar- 
anteed by the American producers. 
Perhaps this condition explains why: 


1. The former Secretary of the 
Treasury, Andrew Mellon, was de- 
nounced for retiring government obli- 
gations at the rate of upwards of a 
billion dollars a year. Yes, “Andy” de- 
stroyed several billion dollars worth 
of the world’s most desirable wealth 
when he reduced the Federal govern- 
ment debt. 

2. Government credit has to be 
used to protect each business that is 
shaky, and why credit has been forced 
into industry wherever the politician 
and the investment bankers’ clientelé 
saw the need. It also explains why some 
industries must be subsidized and why 
large flocks of American citizens have 
to be pauperized. 

3. Government resources must be 
used to put men to work, even at boon- 
doggling. 

4. Government in everybody’s busi- 
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ness except your own has become ac- 
cepted as economically sound. Thus, 
some of our wealthiest citizens have 
become “social minded” on the sub- 
ject of public ownership and operation 
of public utilities. 
5. Even deficits, which eventually 
must be met with bonds, have assumed 
a halo. 
) hee of these activities is of vital 
importance to those investors who 
would rather have a tax-free first 
mortgage on all of the resources of the 
American people than to take the haz- 
ards of business or assume the re- 
sponsibilities of owning property. 
Note that I have said little about this 
administration or the last one, neither 
have I mentioned Republicans or 
Democrats or New Dealers, nor have 
I said much about government spend- 
ing. Administrations will come and go 
and the voters will rise up from time 
to time and smite the politician in 
power and replace him with a man fully 
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as incompetent. Aside from an occa- 
sional effort of some politician to build 
a family dynasty or to will his office to 
some member of his family, there is 
little in politics which savors of the 
creation of a hereditary office-holding 
class. 

But how shall we check our trend 
towards a bond-holding royalty? The 
road will be long and hard, but the 
problem must be met. The machinery 
is already starting to move. A Treas- 
ury analysis would surely show that 
if those people who pay an income tax 
should be required to include the in- 
come from their government bonds in 
their income statement and that only 
the surtax be collected, the added rev- 
enue to the government will be many 
millions per year. Many of these securi- 
ties are owned by people who come in 
the highest income tax brackets. A 
large part of the remainder is held by 
men who pay a surtax. The politician 
will soon find a way to tax these mil- 
lions, but the pledging of all of the re- 
sources of the taxing district to guar- 
antee principal and interest and in- 
adequate bookkeeping will continue as 
long as the voters will permit them to 
exist. 


er Shannon of Mis- 
souri had a bill before the last 
Congress which provides that all gov- 
ernment-in-business activities should 
keep their books so that they will in- 
clude all of the costs which competing 
private business must consider. There 
is also a movement afoot to require 
that when government money is put 
into business the holder of the 
bonds cannot go beyond the property 
and profit of that particular business 
for their interest and the repayment of 
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the principal. When that day comes, 
there will be little government in busi- 
ness. 

Do I hear you say that there are 
natural monopolies and services which 
the State can render cheaper and better 
than they can be furnished by private 
business? If there are such businesses 
and they can be made to stand on their 
own feet with all accounts properly 
handled, I don’t believe that there are 
many who would object. 

Governmental deficits must be held 
to a minimum. Already our legislatures 
are passing laws which prevent the 
transfer of funds and the exceeding of 
budget appropriations. America’s dan- 
ger is not in honest deficits or govern- 
ment in business which is made to stand 
on its own feet; America’s danger lies 
in our pledging all of the resources of 
the nation to guarantee the debts which 
are incurred for the benefits of a 
favored few, and then permitting these 
pledges to be used for the benefit of a 
favored class, who desire to avoid the 
responsibilities which go with citizen- 
ship. Her greatest danger right now is 
subsidized government in business. 


MERICA must correct this evil or 
accept a royalty. Of course, there 
is always a chance that something may 
happen to prevent a royalty developing 
in this country. The fathers in Ameri- 
ca made our government one of checks 
and balances. Perhaps our Social 
Security Act is a check on this new 
royalty. This act provides that the 
money collected from the industrial 
payrolls shall be invested in govern- 
ment bonds. 
In a few years Social Security funds 
will have reached such a sizable volume 
of money that all outstanding Federal 
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securities plus several billion yet un- 
issued will have been purchased by the 
United States Treasury Department 
with deductions from the pay checks 
of the industrial workers. 

Carried to its logical conclusion, the 
workers may some day find themselves 


paying the interest on the bonds which 
guarantee their security “in the sweat 
of every man who labors.” But why 
talk about Social Security? That is 
something else; even those who gave 
birth to the plan seem to be a little 
hazy about it. 





On Wisconsin! 


The number of Senators and Representatives in Congress (and state 
governors as well) who obtained their start with their state regulatory 
agency gives evidence of the fact that the state public service commission is 
an excellent stepping-stone to success in public life, if one otherwise has the 
ability. In the 74th session of Congress, the late Huey Long, one-time chair- 
man of the Louisiana Public Service Commission, was perhaps the outstand- 
ing commission “alumnus.” In the Senate of the 75th Congress we find the 
state of New Hampshire represented exclusively by former members of the 
state’s public service commission. Both the senior Senator Fred H. Brown 
and the junior Senator H. Styles Bridges served in that capacity. Senator 
Bridges was more recently the governor of New Hampshire as well. 

It is in Wisconsin, however, that the usefulness of public service com- 
mission employment in training men for successful public life seems to have 
reached its fullest flower. A recent study shows that of thirty men in more 
important Wisconsin staff positions who left commission service voluntarily 
since 1931, all but three went to Federal or other state commissions, or into 
other public employment. Five men have had leaves of absence from the 
Wisconsin commission, while working for Federal commissions. 

Former Wisconsin Commissioner David E. Lilienthal, now power direc- 
tor of the Tennessee Valley Authority, is perhaps the most outstanding Wis- 
consin commission “alumnus.” A good number of the Wisconsin men, how- 
ever, went into the service of the Federal Communications Commission. 
They include John H. Bickley, chief accountant of the telephone investiga- 
tion, Accountants Samuel Meisels, Magnus Andersen, and Keith McKy, 
Engineers C. G. Hill, L. T. Hayner, Kosmo J. Affanasiev, Allan K. Hamil- 
ton, A. E. Girard, and until recently Rate Analyst Julius A. Krug, who is now 
doing special duty with the Kentucky Public Service Commission. 

The Federal Securities and Exchange Commission went to the Wis- 
consin commission for one of its associate members, George C. Matthews, 
former chief examiner of the Wisconsin board. Other Wisconsin “alumni” 
with the SEC are A. C. Johnson, counsel, Richard C. Wenzel, rate analyst, 
and .J. C. Damon, engineer. 

Accountants H. B. Bearden and Ralph F. Gates went from Wisconsin 
to the Federal Power Commission, while rate clerk Vern C. Adams went to 
the Interstate Commerce Commission and securities examiner, Matthew 
Brossard went to the Federal Housing Administration. Rate Analyst Hanina 
Zinder went to the Rural Electrification Administration, and publicity edi- 
tor, Bryn Griffiths is doing publicity work for various Federal agencies, 

The Wisconsin commission has also sent some of its staff men to other 
commissions and to other state positions. Accountant John C. Masson went 
to the Maryland commission, engineer Edward Collins went to the New York 
commission, engineer J. H. Mitchell went to the West Virginia commission, 
engineer O. W. Barenscher went to the Virginia commission, and engineer 
J. J. McDonnell went to the Alabama commission. 

Engineer A. V. Guillou went to Los Angeles to become special engineer 
for the municipal plant of that city. Former chief counsel Alvin C. Reis 
became judge of the Dane County Circuit Court, while engineers Edmund 
D. Ayres and G. A. Chutter have taken posts as teachers at the University 
of Wisconsin and Boston Technological institution, respectively. Rate An- 
alyst Walter E. Caine is back with the commission after a stay with REA. 


413 APR. 1, 1937 





FALLACY OF COMPETITIVE BIDDING FOR 


Public Utility Securities 


PART I 


In this article and another which will follow the author opens up a com- 
paratively new subject in the regulatory field and pioneers in the discus- 
sion of a group of questions arising out of competitive bidding, a matter of 
great concern to public utilities, to their customers, to investors in their 


securities, to regulatory commissions, and to bankers. 


These articles are 


of timely interest owing to the growing tendency of commissions to require 
the disposal of securities by the competitive method 


By ERNEST R. ABRAMS 


NE of the unusual developments 
O of the greedy demand for 

prime public utility bonds that 
has existed during 1935 and 1936 has 
been the growing tendency of state 
regulatory bodies to require the sale 
of capital issues of the utilities under 
their jurisdiction at competitive bid- 
ding. Mandatory by statute for many 
years in Massachusetts, New Hamp- 
shire became the first state to adopt 
this policy at commission direction 
when its public service commission in 
July of 1935, acting within the dis- 
cretionary powers granted it by statute, 
first required the engagement of capi- 
tal by Public Service Company of New 
Hampshire under this arrangement. 
The satisfactory prices obtained under 
this system of capital engagement led 
the public utilities commission of the 
District of Columbia to institute a sim- 
ilar policy in December of the same 


year, while a partial institution of this 
system during 1936 resulted in Maine 
and Vermont. 

At first glance, the results obtained 
under this arrangement would appear 
to have worked to the benefit of the 
utilities, the investurs in their securi- 
ties, and the consumers of their serv- 
ices alike, since the “spreads” between 
the prices which the utilities received 
for their security issues and the prices 
at which these issues were distributed 
to the investors were uniformly smaller 
than where issues were underwritten 
in the more orthodox manner of co- 
Operative negotiation between the 
utilities and their bankers. 

The competitive bidding system has 
long been in effect in the field of mu- 
nicipal financing and, since 1926, in 
the underwriting of equipment trust 
obligations where, due to the com- 
parative simplicity of their credits, the 
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PUBLIC UTILITY SECURITIES 


system has apparently been productive 
of satisfactory results. Owing some- 
what to the record established in those 
fields, but largely to the measure of 
success obtained during its brief trial 
in the field of public utility financing, 
the competitive system of arranging 
capital engagement by utilities has 
been widely acclaimed by regulatory 
bodies and public spokesmen, many 
with little experience in or understand- 
ing of the fundamentals of investment 
banking, as the cheapest and most 
satisfactory method of engaging bond 
distribution, and the extension of this 
system to other states now appears to 
be a near-term possibility. 


ne the long-term point of view, 
however, the apparent bargains in 
the cost of security distribution which 
have so far been obtained may even- 
tually prove rather costly to the financ- 


ing utilities. Although they have re- 
ceived a greater proportion of the sum 
total of investment made by the indi- 
vidual security purchasers than has ap- 
parently resulted from the more gen- 
eral method of codperative engage- 
ment, with a corresponding decline in 
the gross underwriting margins accru- 
ing to the security distributing organi- 
zations, the subsequent market actions 
of those issues, sold at the highest 
levels at which the market would ab- 
sorb them, has largely resulted in 
either a subsequent decline or little or 
no appreciation from their original of- 
fering prices. Furthermore, when 
matched with comparable issues ar- 
ranged in the more orthodox manner 
which were distributed at about the 
same time and under the same market 
conditions, the benefits to the investors 
are found largely in the latter issues. 
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So far, the competitively engaged is- 
sues have been mostly of the highest 
quality and the financing of the issuing 
utilities has presented no real prob- 
lems in corporate finance where expert 
opinion was required in the determina- 
tion of the terms and conditions of the 
issues for which bids were to be in- 
vited. Nothing so far in the brief ex- 
perience with competitive bidding for 
utility security issues has indicated the 
degree of success to be obtained when 
the system is extended to the engage- 
ment of second grade issues or to util- 
ities whose financing demands compe- 
tent and experienced judgement. 

It is believed, therefore, that con- 
siderable benefit to all interested par- 
ties—the utilities, their consumers, the 
investors in their securities, the regu- 
latory commissions, and the bankers— 
will result from a full discussion of the 
factors pertinent to the engagement of 
investment funds and the probable ef- 
fects thereon of an extension of the 
competitive bidding system, both geo- 
graphically and throughout the entire 
range of utility securities and credits. 


HE state of Massachusetts re- 
quires by statute that certain 
classes of utilities must invite sealed 
bids under the direction of the state de- 
partment of utilities for any long-term 
bond issues which they desire to dis- 
tribute. Section 15, Chap. 164, Massa- 
chusetts General Laws, provides as fol- 
lows: 
A gas or electric company, under the 
supervision of the department, issuing bonds 
. shall invite proposals for the purchase 
thereof by advertisement in two or more 
newspapers published in the city or town 
where it is situated, if there be such, and in 
two or more newspapers published in Bos- 
ton. It may, however, reserve the right to 


reject any or all bids. If no such proposal is 
accepted, it may sell the whole or any part of 
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the bonds to any persons or corporations 

in such manner, at such times, and upon 

such terms, but in no case at less than the 
par value thereof to be actually paid in cash, 
as its directors shall determine. 

The practical result of this statute 
has been an abnormal paucity of long- 
term financing by Massachusetts util- 
ities in the past five years. With the 
exception of $950,000 Lowell Gas 
Light 53s which were purchased by 
the parental holding company in 1933, 
no financing of this character has been 
recorded for any of the utilities of the 
state of the designated classifications 
in 1932, 1933, or 1934. In the one in- 
stance cited, these bonds were later 
distributed by an underwriter at 993, 
indicating that this issue had failed to 
meet the statutory requirement of sale 
at par or better and that the parental 
holding company had been forced to 
absorb the difference between the face 
value of the bonds and the net price re- 
ceived from the underwriter. 


ante Electric Illuminating Com- 
pany of Boston, perhaps the high- 
est rated utility in the state from the 
standpoint of credit, pursued the pol- 
icy, following the adoption of this 
statute, of periodic sale and refunding 
of short-term (three years or less) 
notes which were exempted from the 
legal competitive requirement and it 


was not until July of 1935 when $53,- 
000,000 34s of 1965 were sold that it 
engaged in any long-term bond financ- 
ing. 

Between the date of this financ- 
ing and the end of 1936, only four in- 
stances of long-term bond financing 
are reported in Massachusetts, two be- 
ing issues of a principal amount of 
under one million dollars each, one be- 
ing an issue of three million dollars 
which was reportedly purchased by the 
agent of an institutional investor and 
from which no public offering re- 
sulted, and one large issue which was 
offered in the late fall of 1936. (See 
Table I below.) 

New Hampshire has no statute re- 
quiring competitive bidding for utility 
issues but, acting under the discretion- 
ary powers conveyed by statutory pro- 
vision that all utility security issues 
must meet with the approval of the 
public service commission, that body 
by order instituted a policy of competi- 
tive bidding in July of 1935. Further- 
more, in the instance of one utility 
whose service area included portions 
of both New Hampshire and Vermont, 
the public service commission of the 
latter state joined with the New 
Hampshire commission in requiring 
the sale of an issue under the competi- 
tive system. 


Table I 
COMPETITIVE OFFERINGS OF MASSACHUSETTS UTILITIES—1935 and 1936 


Offering 
Date 
7-19-1935 
1-18-1936 
2-18-1936 
11-12-1936 
11-16-1936 


Amount of 


Issue Issue 
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Edison Electric Illuminating 34s of 1965 
Cape & Vineyard or 4s of 1965 
Lowell Gas Light 44s of 

New England Power 34s of "901 

Turner Falls Power & Electric 34s of 1966 


Bankers’ 
Yield Spread 
3.30% 1.877 
103.25 3.81 1.981 
1 4.09 * 1.000 
103.50 3.12 0.9991 
Bought by institutional 
investor — No Public 
offering 


Price to 
Public 


103.79 
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HE Honorable Nelson Lee Smith, 

chairman of the New Hampshire 
commission, under date of November 
12, 1935, on the occasion of the sale 
of the second Public Service Company 
of New Hampshire issue under this 
arrangement, said in part: 

“From the point of view of the pub- 
lic—both as customer and investor— 
it is imperative that the securities of its 
utilities be sold upon terms and condi- 
tions and at prices, which, all things 
considered, are the best obtainable. In 
recognition of this fact, the statute 
empowers this commission to author- 
ize the issuance of securities only ‘if 
in its judgment the issue of such se- 
curities upon the terms proposed is con- 
sistent with the public good’ and ‘upon 
consideration of any such application 
(to) take into account all the facts and 
circumstances which may be relevant 
to the question whether the proposed 
issue of securities may be made con- 
sistently with the public good.’ From 
this it follows that we may withhold 
permission to issue securities because 
of objections relating to the proposed 
amount, type, maturity, interest rate, 
or price, and that we may call for such 
affirmative showing as to the reason- 
ableness thereof as, in our opinion, is 
requisite to a proper determination of 
these questions. 

“Acting under this grant of author- 
ity, and because of our view that, un- 
der present conditions, competitive 
bidding constitutes the best method of 
disclosing the most favorable terms 
upon which bonds may be issued and 
sold by a public utility, our authoriza- 
tion of a recent refunding operation by 
the petitioner herein required ‘compar- 
able competitive bids secured in com- 
pliance with procedures acceptable to 


this commission’ as the basis for our 
supplemental order relating to the 
terms and price of the proposed issue. 
“The results in that instance appear 
to justify our insistence upon the use 
of like procedures in similar cases. 
Therefore, our authorization herein 
will be subject to the condition that the 
exact terms and price of the proposed 
issue be determined after competitive 
bids have been secured in compliance 
with the following requirements: 

1. A specimen of the specifica- 
tions or invitation to bid for the issue 
shall be filed in advance with this com- 
mission. Since the company wishes 
to secure offers for bonds of a va- 
riety of terms, maturities, and inter- 
est rates, such specifications or invi- 
tation shall be so phrased as to insure 
the submission of truly comparable 
bids. Bidders shall be directed to name 
all parties associated in a joint bid or 
tender entered on behalf of a syndi- 
cate. 

2. A list of those invited to bid 
shall be filed in advance with this com- 
mission. 

3. A statement showing in detail 
all bids, together with the net proceeds 
and cost of money to maturity un- 
der each, shall be filed promptly with 
this commission, such statement to 
serve as a basis of our supplemental 
order fixing the terms and price of the 
issue. 


“The above condition and require- 
ments are intended to protect the pub- 
lic interest by insuring the issuance 
and sale of the proposed securities 
upon the best terms currently obtain- 
able.” 


pia the institution of this policy 
by the New Hampshire commis- 
sion in July of 1935, two utilities ly- 
ing wholly within their jurisdiction 
and one utility operating in both New 
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Table II 
COMPETITIVE OFFERINGS! OF NEW HAMPSHIRE UTILITIES—1935 and 1936 


Offering Amount of 
Date Issue Issue 


8-26-1935 $5,400,000 
11-20-1935 10,379,000 


2-18-1936 20,300,000 
8-12-1936 1,000,000 


8-25-1936 
12-23-1936 


32s of 1960 
3%s of 1960 


3%s of 1961 


1,400,000 
3ts of 1966 


7,000,000 ‘Cnet Vermont Public Service 34s of 
1 


Bankers’ 
Yield Spread 


Price to 
Public 


Public Service of New Hampshire “C” 


102.04 3.62% 1.280 
101.75 3.64 1.103 


Public Service of New Hampshire “D” 


Connecticut River Power 33s of 1961 .. 104.50 3.47 1.221 
Public Service of New Hampshire “E” 


104.125 3.26 0.753 
101.875 3.40 1.283 
101.50 3.15 0.735 


Public Service of New Hampshire “F” 


1In addition to the above bond issues, 4,868 shares of Public Service of New Hamp- 
shire $5 preferred stock was offered as an underwriting on August 12, 1936, at 97.25 to yield 
5.14% on which the bankers’ spread was 2.19 points, and 11,500 shares of the same stock was 
so offered on December 23, 1936, at par on which the bankers’ spread was 2.345 points. 

2 Sold under the joint authorization of the public service commissions of New Hampshire 


and Vermont. 





Hampshire and Vermont have sold is- 
sues of long-term bonds under the com- 
petitive arrangement. (See Table II 
above. ) 

Competitive bidding in the District 
of Columbia was instituted by commis- 
sion order under date of December 30, 
1935 (12 P.U.R.(N.S.) 9), from 
which order the following is quoted : 


Paragraph 73 of the Public Utilities Act 
provides that no public utility shall issue any 
stocks, stock certificates, bonds, mortgages, 
or any other evidences of indebtedness pay- 
able in more than one year from date of issu- 
ance, until it shall have first obtained certifi- 
cate showing authority for such issue from 
the public utilities commission. 

Paragraph 77 of the act provides that no 
public utility shall issue such stocks, bonds, 
or other evidences of indebtedness on any 
less favorable terms than specified in the 
certificate issued by the commission. 

To enable the commission to carry out the 
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intent of the act with respect to the matter 
of approval of issuance of securities and to 
be informed adequately as to the propriety 
of any authorization or certification, evi- 
dence must be before it on which to base 
its action; and it is the opinion of the com- 
mission that the interests of the public and 
utilities under its jurisdiction require that 
any utility proposing to issue and sell stocks, 
stock certificates, bonds, or other evidences 
of indebtedness payable in more than one 
year from date of issuance solicit bids there- 
for from a reasonable number (not less than 
three) of reputable and responsible unaffili- 
ated brokers, bankers, or other financial in- 
stitutions, at least two of whom shall not be 
affiliated with or financially interested in the 
utility. Applications should state that bids 
will be solicited as outlined and that all bids 
will be submitted to the commission. 
The commission will grant certificates au- 
thorizing the sale of stocks, bonds, etc., by 
a utility through its own organization to its 
employees and the public, upon terms and 
conditions satisfactory to the commission. 


HE only reported sale of a long- 
term utility issue at competitive 
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bidding under the provisions of this 
order was the $15,000,000 Potomac 
Electric Power 34s of 1966, publicly 
offered on June 25, 1936, at 104 to 
yield 3.12 per cent and on which the 
bankers’ spread was 0.973 points. 

The only instance in which the pub- 
lic service commission of Vermont is 
reported to have required competitive 
bidding was in codperation with the 
New Hampshire commission in con- 
nection with the Central Vermont Pub- 
lic Service financing, previously dis- 
cussed. The public utilities commission 
of Maine has issued no orders as yet in 
connection with competitive bidding 
for utility issues although they state 
that they have had occasion to author- 
ize refunding on a competitive basis in 
a number of instances. No record 
thereof was available. 

In none of the states where competi- 
tive bidding has been adopted, either by 
statutory requirement or through com- 
mission direction, must the utility ac- 
cept the highest bid received, although 
in every instance but one, the highest 
bid has been accepted by both the util- 
ity and the commission. In the one in- 
stance where the second ranking bid 
was accepted, the highest bid was ten- 
dered for an issue bearing lower in- 
terest coupons than that eventually 
sold, with a consequential smaller 
premium over and above the face 
amount of the issue. Since the utility 
was primarily interested in obtaining 
the largest consistent dollar volume and 
as the cost of money to maturity un- 
der the second ranking bid was but in- 
finitesimally greater than in the top 
= tanking bid, the utility recommended 
the acceptance of the second highest 
bid and the commission so ordered. 
However, except in unusual cases, the 
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effect of competitive bidding is largely 
to compel the acceptance of the highest 
bid, particularly when bids are invited 
for a definite issue of established terms 
and conditions. 


HE most striking result obtained 

in the instances of competitive 
bidding previously listed is the rela- 
tively narrow bankers’ spreads, repre- 
senting the gross margins for under- 
writers’ services. These sales of eleven 
long-term issues, totaling $128,246,- 
500 face value, show an average spread 
of 1.200 points per issue, with the 
largest spread of 1.981 points reported 
for the small Cape & Vineyard Electric 
issue and the smallest spread of 0.735 
points for the fourth Public Service 
of New Hampshire (“F” 34s of 1966) 
issue. For the purpose of providing a 
basis of comparison of this low-cost 
method of bond distribution with the 


more orthodox arrangement of private 
negotiation, the pertinent data con- 
cerning nineteen comparable issues 
which were privately engaged and dis- 
tributed during the same periods are 
presented in Table III, page 420. 


These nineteen issues, totaling 
$539,288,500 face value, which were 
underwritten on a noncompetitive 
basis, show an average bankers’ spread 
of 2.10 points per issue, with the 
largest spread of 2.50 points in both 
the Southwestern Gas & Electric and 
the Oklahoma Gas & Electric issues 
and the smallest spread of 1.75 points 
in the Central Maine Power issue. 

The obvious inference to be drawn 
from this limited comparison between 
competitively and noncompetitively en- 
gaged underwritings is seemingly that 
the former arrangement has definitely 
demonstrated its ability in a hungry 
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market to produce higher prices for 
prime issues, or a greater proportion of 
the gross proceeds invested by indi- 
vidual purchasers, to the issuing utili- 
ties. Whether comparable results can 
be obtained from an extension of this 
method of capital engagement to second 
grade issues, or in cases where corpor- 
ate structures are distorted, or in a 
“buyer’s” market, or, even more im- 
portant, in the event that competitive 
bidding is extended to all utility issues 
of every investment ranking, must yet 
be determined from actual experience. 


S 


ucH, briefly, are the results that 
have been so far obtained under 


the system of competitive bidding for 
utility: bond issues in the states of 
Massachusetts, New Hampshire, and 
Vermont and in the District of Colum- 
bia. It might be pertinent to inquire 


into the objectives to be obtained that 
have prompted this limited number of 
states to institute this policy. 


Tab 


REPRESENTATIVE NONCOMPETITI 


Offering Amount of 
Date Issue 


9-23-1935 $19,172, = 
9-23-1935 0 
9-26-1935 49,000, ‘000 
10-14-1935 
11-25-1935 


Issue 


Detroit Edison 4s 


New York & Qu 
Power 34s of 1 


Consumers Power 34s of 1965 
Pacific Gas & Electric 4s of 1964 . 


Dayton Power & Light 34s of 1960 


ES FORTNIGHTLY 


The primary objective has obviously 
been the procurement of better prices 
for public utility security issues, with 
the secondary objectives of reducing 
the profits of their underwriters and 
the positive establishment of arm’s 
length bargaining. With respect to the 
first of these objectives, the philosophy 
of the regulatory commissions which 
have adopted this method of capital 
engagement runs along this channel: 
Being charged with the duty of ap- 
proving the prices of prospective 
security issues on the one hand, and 
not having appropriations sufficiently 
large to permit of the employment 
of the necessary experts for deter- 
mining the appropriate prices at which 
such securities should be sold on the 
other, the best policy to pursue seem- 
ingly was to have those who are 
expert in such matters indicate, by their 
willingness to sell the securities, the 
prices at which they thought the sales 
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le III 


VE UTILITY OFFERINGS—1935 and 1936 
Price to Bankers 
Public Yield Spread 
— rr 
3.89 2.00 
of 1965 2.00 
3.67 2.25 
eens Electric Light & 


960 


12-20-1935 
1-15-1936 
2-16-1936 
2-27-1936 
3-19-1936 


Southwestern Gas & Electric 4s of 1960 122-30 

West Penn Power 34s of 1966 

Central Illinois Light 34s of 1966 . 

New York Edison 34s of 1965 ... 

Consumers Power 34s of 1970 .... 

Pacific Gas & Electric 32s of 1961 

Bangor Hydro-Electric 33s of 1966 

Louisville Gas & Electric 34s of 1966 .... 

Detroit Edison 34s of 1966 

Central Maine Power 34s of 1966 

Consumers Power 34s of 1966 

Oklahoma Gas & Electric 33s of 1966 .. 

Consolidated Gas Electric Light & Power 
of Baltimore 34s of 1971 

Connecticut Light & Power 3ts of 1966 .. 
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could be made with profit to them- 
selves. 

With respect to the second objective, 
their reasoning has run along this line: 
Financial institutions, at least in ap- 
pearance, have divided the needs of 
the various utilities or groups of utili- 
ties among themselves by some method 
of agreement and the financial com- 
munity has recognized that the financ- 
ing of any such utility or group was 
the “business” of a certain banker 
while the balance of the fraternity has 
“laid off.” In such cases, with but 
one bid submitted for security issues, 
there appeared to be no way, short of 
the employment of experts, by which a 
regulatory body could determine the 
fairness of the proposals made by the 
banking houses through which the 
financial operations were conducted. 


WwW respect to the third objective, 
the thoughts of the commissions 
proceeded along this vein: In innu- 
merable instances, the financial oper- 
ations of utilities have been conducted, 
through the underwriting and dis- 
tribution of an unbroken series of 
security issues, by banking houses or 


groups of houses having one or more 
representatives on the boards of di- 
rectors of the financed utilities ; in many 
instances, bankers or groups of bank- 
ers have openly acquired substantial 
interests in utility corporations for the 
evident purpose of controlling their 
financing ; in other instances, where no 
representatives of the banking group 
acted in any official capacity for the 
financed utility or where no obvious 
interest in its voting securities existed, 
banking groups through personal con- 
tacts or “gentlemen’s agreements” con- 
tinued to control the financing of 
numerous utilities. The obvious infer- 
ence, drawn by the regulatory bodies, 
was that a total or partial absence of 
arm’s length bargaining existed in 
these situations to the disadvantage of 
the utilities, their investors, and their 
consumers, and that they would be 
derelict in the discharge of their duties 
under the law if some policy was not 
brought forth which would insure a 
definite establishment of true arm’s 
length bargaining between the utilities 
under their jurisdiction and the bankers 
who underwrote their securities. 


(To be concluded in the next issue.) 





At Last—A Way to Make a Canary Bird Sing Bass 


HE Bell Telephone Laboratories are laboring on a de- 

vice that will enable a man to sing a duet with himself 
even while he is perfectly sober. The new machine is a kind 
of telephone which mimics the human voice in such a way 
that it can change a female soprano voice so as to make it 
sound like a heavy baritone, or vice versa. Furthermore, 
the two different tones can be reproduced simultaneously 
so as to sound like two different persons. It was demon- 
strated at the recent Harvard Tercentenary by Dr. Frank 
B. Jewett, head of the Bell laboratories. 
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How Can Rates Be Varied 
with Changing Conditions? 


What is the answer to the complaint that rates do not fall 

when prices are depressed? The author discusses attempts 

which have been made to find a solution without violating 
property rights. 


By ELLSWORTH NICHOLS 


ATE regulation proceeds on the 
R theory that charges for public 
utility service shall always be 
fair and reasonable. Rates when once 
properly established would meet this 
requirement if conditions were un- 
changing. Unfortunately for the ef- 
fective operation of the theory, rates 
which are reasonable today may be un- 
reasonable tomorrow—either too high 
or too low. 

Criticism of public utility regulation 
has arisen from the delay in changing 
rates to meet economic demands. 
Anyone familiar with the quantity 
of evidence which must necessarily 
be presented to the commissions and 
digested by them has to admit that 
rate decisions cannot be hastily made. 
Snap judgments would not be tolerat- 
ed by either the ratepayers or the pub- 
lic utilities. The interests involved 
are too important. Rate making with- 
out due deliberation can only result in 
subsequent litigation in court. But 
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delay in the rate process is a fact that 
cannot be dodged. 

Recognition of the fact that changes 
in rates cannot always keep abreast of 
changing conditions therefore impels 
us to look for a way to remedy any in- 
justice which results from the continu- 
ance of rates for a longer time than 
they may continue to be fair, or to dis- 
cover a method for effecting an im- 
mediate rate change with safeguards 
that will assure a fair adjustment if 
the new rates are ultimately found to 
be too high or too low. 


HERE seem to be only two pos- 

sible plans for achieving our end: 
first, to continue existing rates during 
a rate investigation and then require a 
refund of overcharges to ratepayers 
or allow recoupment of loss by the 
utility ; or, second, to establish tempo- 
rary rates for the duration of the rate 
war and then provide for such refund 
or recoupment. 
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HOW CAN RATES BE VARIED WITH CHANGING CONDITIONS? 


Inability to remedy completely by 
retroactive action the injury caused 
by incorrect rates has been the reason 
for proposals to put into effect tempo- 
rary rates whenever facts are present- 
ed which on their face make it appear 
that existing rates should be raised or 
lowered. A review of the principles 
governing refunds to customers and 
recoupment of losses by utilities fur- 
nishes a background for an examina- 
tion of these proposals. 


RDINARILY good fortune or mis- 
fortune in the past has no bearing 
on the reasonableness of present and 
future rates. A public utility compa- 
ny which goes on from year to year 
charging rates insufficient to pay a fair 
return cannot require future ratepay- 
ers to make good its loss of revenue. 
Nor can ratepayers successfully urge 
that rates be established at a level in- 
sufficient to produce a fair return be- 
cause they, or other ratepayers who 
preceded them, paid too much in the 
past. 
The view of the Supreme Court on 
this point is expressed by Mr. Justice 
Butler in an opinion where he said: 


The revenue paid by the customers for 
service belongs to the company. The amount, 
if any, remaining after paying taxes and 
operating expenses including the expense of 
depreciation is the company’s compensation 
for the use of its property. If there is no 
return, or if the amount is less than a rea- 
sonable return, the company must bear the 
loss. Past losses cannot be used to enhance 
the value of the property or to support a 
claim that rates for the future are confisca- 
tory. And the law does not require 
the company to give up for the benefit of 
future subscribers any part of its accumula- 
tions from past operations. Profits of the 
past cannot be used to sustain confiscatory 
rates for the future.! 


ees of losses suffered by 
utilities under inadequate rate 
schedules has been permitted only in 
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a limited number of situations. In al- 
most all these cases inadequate rates 
had been fixed by the commission, and 
in court proceedings or in subsequent 
commission proceedings the utility 
was allowed to amortize the deficit sus- 
tained under the rate schedules estab- 
lished.* 

The basis for such allowances has 
been stated to be the fact that the loss 
was imposed by the direct action of 
the commission in compelling the util- 
ity to operate under inadequate rates. 
These rulings do not seem to help 
much when a utility has found that 
rates have become inadequate but has 
not had time to prove the need for ad- 
vanced rates. 

There have been a few exceptions 
to this statement. For example, a gas 
company had failed to earn a reason- 
able return on account of the lag in the 
time between the filing of an applica- 
tion for increased rates and the effec- 
tive date of the decision. During this 
time the cost of oil exceeded the price 
which was the basis of existing rates. 
The utility was allowed to collect an 
additional rate in order to compensate 
for this loss.* 

Then, too, in a recent case a Penn- 
sylvania court held that the commis- 
sion, after extensive litigation over 
rates filed by a public utility and com- 
plained of prior to their effective date, 
may, in the final order determine the 
reasonableness of the rate, properly 
determine what rates were reasonable 
for the period intervening between the 
inception of the rate litigation and the 
final order.* 


HE majority of rulings have been 
against claims of utilities for re- 
coupment of deficits by way of amor- 
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tization, whether the rates were estab- 
lished by the company or by order of 
a commission.® 

The Georgia commission in one case 
remarked that the company under in- 
vestigation had failed to earn enough 
for a certain period, under rates pre- 
scribed by the commission, to pay for 
actual out-of-pocket costs of the serv- 
ice. Nevertheless, no consideration 
was given to this loss in fixing future 
rates. The commission said: 


+ + €quity and good conscience would 
require that such be done, yet it has been 
established by the courts of last resort that 
amortization cannot be forced and we will 
not exercise a discretion to make possible 


this authority.® 

VU HEN rates are attacked as exces- 

sive, in the absence of some spe- 
cial provision, the customers usually 
fare no better. Rates established by a 
commission continue to be the legal 
rates until they are changed, and it 
has been frequently held that no repa- 
ration can be awarded on the ground 
that such rates are excessive.” 

Some disagreement is found in the 
decisions relating to the status of 
rates filed by public utilities. A dis- 
tinction has been attempted to be 
made between “legal rates” and “law- 
ful rates.” One theory has been that 
rates legally filed are lawful rates and 
therefore no reparation can be award- 
ed if they later be determined to be 
excessive.® 

Another line of authority holds that 


a filed rate, while legal, becomes con- 
clusively lawful only after its reason- 
ableness has been determined by the 
regulatory authority, and if the filed 
rate, although legal in the sense that 
its collection is obligatory, is there- 
after found to be unreasonable, the 
person damaged by its exaction is en- 
titled to reparation.® The statutory 
provisions in a particular state would 
probably be a determining factor. 


O NE remedy proposed, and in some 
states adopted, has been the es- 
tablishment of temporary rates. They 
are effective during the progress of 
rate investigation and it is contem- 
plated that if they are ultimately 
found to be too high or too low the 
evil may be cured. They are some- 
times referred to as emergency rates, 
because an emergency is the occasion 
for their adoption. 

The usual procedure in the case of 
an emergency rate increase is to au- 
thorize higher rates on a prima facie 
showing of necessity without a com- 
plete hearing and to require the utility 
company to put up a bond guarantee- 
ing a refund to customers if the final 
decision is against the higher rates 
authorized. 

On the other hand, when customers 
demand an emergency decrease, as a 
practical matter it is not feasible to 
require each customer to put up a 
bond guaranteeing the public utility 


e 


crease is to authorize higher rates on a PRIMA FACIE show- 


q “THE usual procedure in the case of an emergency rate in- 


ing of necessity without a complete hearing and to require 
the utility company to put up a bond guaranteeing a refund 
to customers if the final decision is against the higher rates 


authorized.” 
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company against losses during the 
time when the lower rates are in ef- 
fect. Therefore, some other solution 
must be sought in such cases. 


MERGENCY orders were demanded 
by the utilities during the rapidly 
rising price period of the World War 
and by the customers during the col- 
lapse of prices caused during recent 
years by the world-wide depression. 
The problems confronting the public 
utilities and the state commissions 
during the war period may conceivably 
be again faced in the event that there 
shall be a drastic inflationary move- 
ment in this country, as some fear. 
Then again the utilities may find it 
necessary to apply for emergency rate 
increases, in order to continue opera- 
tion and to furnish the service which 
their customers demand, without wait- 
ing for the completion of extensive 
rate investigations. 

What amounts to an emergency 
warranting the ordering of temporary 
rates is a subject of dispute. A defi- 
nite increase in operating costs has 
been looked upon as an emergency. A 
definite decline in operating costs 
might also constitute an emergency. 
But what about a rise or fall in prop- 
erty value used as the rate base? What 
about a change in the economic status 
of customers, in the absence of a 
proven change in operating costs? 
These questions seem not to have been 
settled by the courts, although a flood 
of emergency rate decreases has been 
witnessed during the depression— 
usually on the basis of customer wants 
and ability to pay, with some consid- 
eration of general price levels. 


, I ‘HE necessity for emergency rate 
increases during the war period 
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was recognized not only by the com- 
missions but by Federal officials. The 
Comptroller of the Currency of the 
United States made a statement that 
the work of war had thrown upon 
many of the utilities strains which they 
were unable to endure without prompt 
help. He said that it was essential that 
forbearance and consideration be ex- 
ercised by the state commissions and 
municipal authorities and that the cor- 
porations be permitted to make such 
additions to their charges for service 
as would keep in them the breath of 
solvency, protect their owners against 
unjust loss, and give them a basis of 
credit on which they might obtain the 
funds with which to meet the strain 
put on them by the government’s need. 

The Secretary of the Treasury in a 
letter to the President of the United 
States declared that the local public 
utilities must not be permitted to be- 
come weakened. The transportation 
of workers to and from vital industries 
and the health and comfort of citizens 
in their homes were said to be de- 
pendent upon them, as well as the nec- 
essary power to drive many of the war 
industries. 

Under these conditions the period 
of emergency rate increases got under 
way. A small return was not always 
accepted as a basis for emergency ac- 
tion, but operating losses were recog- 
nized as a valid basis for relief. 

One commission expressed the opin- 
ion that an emergency which calls for 
immediate remedy exists, if, because 
of war, the operating expenses of a 
public utility are increased to such an 
extent—and with reasonable certainty 
of still further increases—that, after 
paying the same, the remaining reve- 
nues are insufficient to provide for 
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Reason for Temporary Rates 


pear to remedy completely by retroactive action the 

injury caused by incorrect rates has been the reason for 

proposals to put into effect temporary rates whenever facts are 

presented which on their face make it appear that existing 
rates should be raised or lowered.” 





reasonable preservation of the proper- 
ty in use, the payment of governmental 
charges such as taxes, public improve- 
ment assessments, interest on lawfully 
issued bonds, contractual obligations 
such as reasonable rentals for property 
used and necessary in its business but 
not owned, and such a reasonable re- 
turn upon owned property in use as 
will sustain its credit. This seems to 
have been a guiding principle in the 
war cases. 


elie prevent injustice to ratepayers 
which would result from the pay- 
ment of excessive rates during a rate 
investigation the plan has been fol- 
lowed in a large number of cases of 
requiring the utility company to im- 
pound the funds collected or to put up 
a bond guaranteeing a refund in the 
event that the rates are ultimately 
found to be too high. 

The plan of permitting the utility to 
charge rates considered by ratepayers 
to be excessive has been attacked as 
unfair to the ratepayers, but whether 
the utility company or the ratepayers 
should carry the burden during rate 
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litigation must be decided in a prac- 
tical way. There is no escape from 
the fact that as a practical matter it 
would be almost impossible for a pub- 
lic utility company to recover from a 
large number of customers numerous 
small amounts which should have been 
added to their bill. On the other hand, 
as a practical matter, a public utility 
company can be required to hold dis- 
puted amounts in a separate fund or 
file a bond guaranteeing refunds and 
return excessive amounts collected. 

There may also be some comfort for 
ratepayers in the collection of a sub- 
stantial refund as in the Illinois Bell 
Telephone Case and more recently in 
the New York cases where the com- 
mission estimated that refunds by the 
Bronx Gas and Electric Company and 
the Yonkers Electric Light and Power 
Company would exceed $800,000. 
Moreover, the loss to customers from 
excessive rates may be spread so thinly 
over a large number of persons as not 
to be serious, while the loss from in- 
adequate rates falling on a single util- 
ity may mean the difference between 
good service and bankruptcy. 
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HOW CAN RATES BE VARIED WITH CHANGING CONDITIONS? 


meet the objections against the 
4 continuance of rates which have 
apparently become excessive the plan 
of emergency or temporary rate de- 
creases without a full hearing has now 
been tried in some states. Here con- 
stitutional difficulties have to be over- 
come. This is because customers and 
utilities are not exactly on a par under 
the Constitution—not because of dis- 
criminatory laws, but because of the 
nature of the case. 

A public utility is compelled by law 
to furnish service. No customer is 
compelled by law to buy service. 
Hence the utility has a constitutional 
right to demand an adequate revenue 
from rates, for otherwise its property 
would be taken for public use without 
just compensation. On the other 
hand, a customer having the right to 
discontinue taking service is not de- 
prived of his property by force of law 
if rates are set at an excessive figure. 

Accordingly no great difficulty was 
experienced in providing for emergen- 
cy rate increases, subject to refund if 
found excessive, while emergency de- 
creases in rates had to be effected in 
such a way as to avoid constitutional 
objections that the utility was not ac- 
corded due process. 


Ts courts have announced the 
rule that inadequate rates cannot 
be justified under the Constitution by 
the claim that they are temporary or 
of an emergency nature. Such rul- 
ings, however, have been made in cases 
where no statutory plan had been de- 
vised for recompensing the utility 
company for deficiencies in earnings 
under the temporary rates." Some 
states have, therefore, sought to pro- 
vide a plan for recoupment of losses 
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in order to avoid constitutional bar- 
riers. 

The statutory course to be followed 
in New York is for the commission 
to order a rate reduction, effective un- 
til rates are finally fixed. The reduc- 
tion order is based on a prima facie 
case showing original cost, less de- 
preciation, and the return being earned 
on that rate base. 

Constitutional objections that this 
is not a proper basis for rates are over- 
come by allowing the commission, in 
its final determination of rates, to take 
into consideration any losses sustained 
by the utility company during the pro- 
ceedings. This provision is construed 
as permitting higher rates to be fixed 
in order to absorb such deficits. It es- 
tablishes by statute a rule contrary to 
the usual principle that past deficits 
cannot be recouped by higher rates for 
the future. 


| gees ange who come on to the 
utility’s system after the rate liti- 
gation may complain that they should 
not be compelled to pay rates sufficient 
to cover losses incurred because other 
ratepayers did not pay enough. The 
New York Court of Appeals disposed 
of this objection, when advanced by a 
utility, with the statement that a utility 
is not the proper party to make this 
objection as to discrimination between 
its customers. The matter was not 
left there, however, but Chief Judge 
Crane declared : 


True it is that all the consumers paying 
the, final rate, including the take-up, may not 
be the same as those who paid the tempo- 
rary rate. A few consumers may be new 
customers paying what the old consumer 
should have paid. Such instances are of 
minor importance; the percentage must be 
very small. We can never work our in- 
stitutions of government if we refine mat- 
ters to such an extent that we have to con- 
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sider all these little details. The Consti- 
tution expresses fundamental principles, and 
if in the main these have been observed, this 
is all that can be required. Besides, when 
we speak of the consumer—the customer— 
we mean the public, not individuals.1% 


Judge Crane’s view as to discrim- 
ination between present and future 
customers is not entirely in accord 
with the views of some other authori- 
ties. A master in his report once said: 


It may be, as counsel for complainants 
suggest, that justice to the company re- 
quires that if the “public” at one time ob- 
tains gas through no fault of the company at 
less than a reasonable rate, the “public” at 
another time during a reasonable period 
should make good the loss. But this, it seems 
to me, is an argument which should be ad- 
dressed to the commission and not to the 
courts. The public cannot sue or be sued. 
The public, in fact, did not use the gas of 
complainants during 1917 to 1920, inclusive. 
Thirty thousand individuals, more or less, 
used the gas during these four years, and 
over thirty-seven thousand individuals are 
using complainants’ gas at this time. At 
least seven thousand of these had no part 
in the alleged taking of plaintiff's property 
without due process of law during 1917 to 
1920, inclusive. Upon what correct principle 
of law can the courts now enjoin a rate 
fixed under legislative authority and com- 
pensatory at this time, when the effect of 
such injunction would be to require these 
seven thousand or more users of gas to pay 
complainants, in the form of increased rates, 
for gas which was used not by them but by 
others several years ago? 18 


on a provision for temporary rate 
reductions has also been woven in- 
to the Illinois statutes. It is there pro- 
vided that if the commission finds aft- 
er an examination of the company’s 
books, records, and reports that the 
net income of the utility after reason- 


able deduction for depreciation and 
other reserves is in excess of the 
amount required for a reasonable re- 
turn upon the value of its used and 
useful property, and also finds that to 
determine all of the issues bearing on 
rates and service will take in excess of 
120 days, the commission may after 
notice fix a temporary schedule of 
rates."* 

The reduction made by such tempo- 
rary order may not be more than the 
amount found to be in excess of a rea- 
sonable return upon the value of the 
property, and the temporary order 
may not remain in effect for a period 
of more than nine months after its ef- 
fective date, and a further period not 
to exceed three months in addition 
thereto. It is provided by a section 
similar to the New York law that if 
upon the final disposition of the case 
the rates or charges as finally deter- 
mined are in excess of the temporary 
rates, the commission shall allow the 
company to recoup the difference. 


HE Illinois commission, in treat- 

ing the constitutional question, 
said that no infringement of the com- 
pany’s constitutional rights arose in 
view of the well-established principle 
“that the protection utilities may have 
from rate regulation must come solely 
from a showing of confiscation and 
not from the legislative procedure 


e 


“. . . whether the utility company or the ratepayers 
should carry the burden during rate litigation must be de- 
cided in a practical way. There is no escape from the fact 
that as a practical matter it would be almost impossible for 
a public utility company to recover from a large number of 
customers numerous small amounts which should have been 


added to their bill.” 
APR. 1, 1937 
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adopted in the fixation of rates.” The 
property of utilities, it was said, would 
not be confiscated in view of the pro- 
vision that if, on final disposition of 
the case, a higher rate were fixed than 
allowed by the temporary order, the 
commission should permit the utility 
to recoup the deficiency.”® 

Important questions confront us in 
respect to these plans for emergency 
rate reductions. Courts insist that a 
public utility is entitled to a hearing 
before its rates are changed. This is 
a part of due process. In New York 
a sufficient hearing is deemed to have 
been accorded for the limited purpose 
of fixing temporary rates. It is un- 
likely, however, that if on the abbre- 
viated hearing rates should be clearly 
shown to be confiscatory, the courts 
would uphold the temporary order 
even though recoupment will be al- 
lowed at some future time. Perhaps 
these orders will be governed largely 
by the rules that confiscation will not 


1 Public Utility Comrs. v. New York Teleph. 
Co. 271 U. S. 23, P.U.R.1926C, 740. 

2 Mobile Gas Co. v. Patterson (1923) 293 
Fed. 208, P.U.R. 1924B, 644; Columbus Gas- 
light Co. v. Public Service Commission, 193 
Ind. 399, P.U.R.1923E, 602; Re South Haven 
(Mich.) P.U.R.1923E, 694; Re Coast Gas Co. 
(N. J.) P.U.R.1923D, 352. 

8Re Los Angeles Gas & E. Corp. (Cal. 
1921) P.U.R.1922A, 283. 

4 Chambersburg Gas Co. v. Public Service 
Commission (1935) 120 Pa. Super. Ct. 206, 14 
P.U.R.(N.S.) 106. 

5 Georgia R. & Power Co. v. Railroad Com- 
mission, 278 Fed. 242, P.U.R.1922C, 744; Re 
Los Angeles Gas & E. Corp. (Cal. 1930) 
P.U.R.1931A, 132; Re Capital City Water Co. 
(Mo.) P.UR. 1925D, 41; Re Tutwiler 
(Tenn.) P.U.R.1919E, 312; Re Bluefield Wa- 
ter Works & Improv. Co. (W. Va. 1926) 
P.U.R.1927B, 275. 

8 Re Georgia Power Co. (Ga. 1928) P.U.R. 
1929B, 309. 

7 Elliot v. Southern California Teleph. Co. 
(Cal, 1932) P,U.R.1933C, 109; Northern P. 
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be assumed, that rates must be fairly 
tested, and that in border-line cases the 
courts will not interfere. 


Rr™ the foregoing we may deduce 

certain conclusions as to appropri- 
ate and lawful methods of making 
utility charges reasonable, either at 
the time they are collected or by later 
adjustment. No adjustments may 
ordinarily be made because of improp- 
er rates in the past except for the peri- 
od following complaint against the 
rates. The need of a public utility 
company for an increase in rates be- 
cause of changing conditions may be 
met by authorization of an emergency 
increase, subject to possible refund. 
An emergency decrease in rates may 
be ordered, subject to possible reim- 
bursement, if courts in other jurisdic- 
tions adopt the reasoning of the New 
York Court of Appeals—subject prob- 
ably to a rule that no rate will be up- 
held if clearly shown to be confiscatory. 
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Duke Power Company 


D™ Power Company, an independ- 
ent utility system, furnishes elec- 
tricity to the industrial sections of North 
and South Carolina, including the cities 
of Charlotte, Winston-Salem, and 
Greensboro in North Carolina, and 
Greenville, Spartanburg and Anderson in 
South Carolina, the total population 
served being estimated at over 1,500,000. 
Power is sold at wholesale to municipali- 
ties and to local distributing companies. 

Properties include seventeen hydro- 
electric and seven steam generating sta- 
tions, about two-thirds of the 1,046,970 
h.p. installed capacity being hydroelec- 
tric. Through various interconnections 
the company’s transmission lines are tied 
in with all the major power companies 
in Georgia, Alabama, Tennessee, and 
South Carolina. 

The company was originally incor- 
porated as the Wateree Electric Company 
in 1917, the present title being assumed 
in 1924. It operated largely as a holding 
company until 1935, when operating sub- 
sidiaries were absorbed with the excep- 
tion of two nonutility companies (Mill 
Power Supply Company and Superior 
Yarn Mills, Inc.). 

The company’s name has appeared at 
intervals in press headlines during the 


past few months due to its suit to enjoin . 


PWA from making a loan and grant to 
Greenwood county, S. C., for construc- 
tion of a power plant at Buzzard’s Roost, 
which was considered a “test case” for 
the industry. The company also brought 
suit in December to prevent PWA from 
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granting $2,595,000 for the proposed 
High Point municipal hydroelectric plant 
on the Yadkin river. 

The company is conservatively capital- 
ized, funded debt amounting to $38,000,- 
000 against total assets of about $211,- 
000,000 (December 31, 1936, balance 
sheet). There are outstanding 2,837 
shares of 7 per cent preferred stock and 
1,010,049 shares of common stock. A 
substantial amount of the common stock 
and bonds is held by the Duke Endow- 
ment, a trust fund established by the late 
James B. Duke (tobacco and power 
capitalist) for the benefit of various pub- 
lic institutions in the Carolinas. 


‘so company has enjoyed an ex- 
cellent record in the past decade, as 


follows: 


Common Stock Record 
Earned Paid Approximate 
Per Share Per Share Price Range 
ose $3.00 85-66 


3.00 67-37 
58-38 
76-40 
74-31 

145-64 

209-111 

325-120 

157-130 


Calendar 
Year 
1936 . 
1935... 
ee 
Was .... 
ae 
ee 
ae 
. 
ae 


* Also a stock dividend of 2 per cent. 
** Also rights. 


The excellent gain reported in 1936 
was due to an increase of about 13 per 
cent in gross revenues—obtained despite 
material rate reductions made during the 
year—together with a reduction of about 
one-third in interest charges after re- 
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funding operations. During the year the 
company sold $30,000,000 34s of 1967 
at par, also borrowing $9,000,000 on 
notes of which $4,000,000 was paid off. 
The $8,000,000 refunding bonds of 1967 
carry a 4 per cent coupon. 

As of December 31, 1936, the company 
had cash and marketable securities of $3,- 
943,697 and total current assets of $12,- 
585,922 compared with current liabilities 
of $8,199,558. The latter, however, ap- 
parently included $5,000,000 4 per cent 
notes due January 1, 1946, and pay- 
able at the option of the company at any 
time on or after January 31, 1938. Omit- 
ting this item, which might logically be 
included in funded debt, the current ratio 
was nearly four to one. 

Because of the small floating supply 
the common stock does not enjoy a very 
active market on the New York Curb. 
It is currently selling around 70 (1937 
range, 79-70), at which price the yield is 
about 4.3 per cent. Considering the earn- 
ings record, the stock would not seem 
overvalued at the present level, which 
is equivalent to about 11 times the 1936 
earnings. The rapid growth of industry 
in the Carolinas, including textile and 
paper mill developments, seems to indi- 
cate further expansion in earning power, 
although possible competition from Fed- 
eral power projects (including the $37,- 
000,000 Santee-Cooper hydroelectric 
project, now in litigation) somewhat be- 
clouds the company’s future. 


> 


New Financing 


EW financing has continued light 
because of the unsettled conditions 

in the bond market. No utility issues ap- 
peared in the week ended March 5th and 
the Philadelphia Electric issue was the 
only offering in the week of March 12th. 
Only a few issues appear to be scheduled 
for the remainder of March, including 
$3,500,000 Hartford Electric Light Com- 
pany debenture 3s of 1967; $2,000,000 
Connecticut Power Company first and 
general “B” 3$s of 1967 ; $1,022,000 San 
Jose Water Works first “A” 34s of 1961 ; 
$14,000,000 Iowa Public Service Com- 
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pany first 33s of 1967 and $2,200,000 de- 
benture 3-5s of 1938-47; $7,250,000 
Southwestern Light & Power first “A” 
4s of 1967 ; $24,000,000 Panhandle East- 
ern Pipe Line Company first “A” 4s 
of 1952; and $31,000,000 Detroit City 
Gas Company first 4s of 1957 and $5,- 
000,000 4 per cent notes of 1938-47. 

The $130,000,000 Philadelphia Elec- 
tric 34s were offered at 1024 on March 
llth by a nation-wide group of 600 
dealers, the underwriting syndicate be- 
ing headed by Morgan Stanley and Co., 
Inc. Despite the period of consolidation 
which the bond market had enjoyed re- 
cently, the “sit-down strike” on the part 
of buyers was still in evidence. While 
eastern insurance companies were large 
buyers, due to accumulation of funds 
and replacement, the demand from com- 
mercial institutions and private investors 
proved somewhat disappointing. Unfor- 
tunately also, offering of the bonds co- 
incided with a renewed decline in the 
general bond market. However, it was 
estimated that about 80 per cent of the 
distribution was completed the first day, 
which was a creditable showing in view 
of the size of the offering and the con- 
ditions prevailing. While a syndicate bid 
of 1024 has been maintained, a few bonds 
have been available at concessions of 
about a point in the over-the-counter 
market. 


¥ 
Will the Bond Market Rally? 


HE decline in the bond market since 

January lst has been somewhat 
exaggerated due to the sharp readjust- 
ment in tax-exempt issues. According to 
the Dow Jones index, the average yield 
on twenty 20-year municipal bonds has 
risen from about 2} per cent to 3 per cent, 
representing a price decline of over 8 
per cent. But on the other hand, the aver- 
age price of all bonds listed on the New 
York Stock Exchange only declined from 
97.35 as of January Ist to 96.64 on 
March Ist, a decrease of only about 
three-quarters of a point. This compared 
with a dip in the Dow Jones 40-bond 
average (during January and February) 
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of about 1.5 per cent (during the first 
twelve days of March about another 
point was lost). 

The decline in bonds appears to have 
been due largely to psychological causes, 
since the second increase in reserve re- 
quirements was successfully met several 
weeks ago without any strain upon the 
banks, and reserves have since resumed 
their rising trend due to the continued in- 
flux of gold from abroad. It is true that 
the banks are finding increased use for 
their funds in commercial loans but the 
rate of increase is not unduly rapid. Total 
loans of reporting member banks have 
increased in the past year only about 
$535,000,000, and “new money” financ- 
ing (as distinct from refunding opera- 
tions ) amounted to less than $1,000,000,- 
000 in 1936, compared with an average 
of $2,000,000,000 — $3,000,000,000 in 
1924-28. 

Hewever, the report of New York 
city reporting member banks is perhaps 
more significant. These banks have re- 
duced their holdings of government 
bonds $615,000,000 since July Ist last 
year, while ‘“‘other loans” have increased 
$317,000,000 since the low point of last 
July 29th. 

While the bond market has probably 
“turned the corner,” there seems no rea- 
son to anticipate a continued rapid de- 
cline. A moderate rally in the next few 
weeks appears likely. 


* 


Bell System Report 


MERICAN Telephone and Telegraph’s 
annual report for 1936 contains an 
interesting array of tables and charts, 
portraying the tremendous growth of the 
Bell System since 1900. Since that year 
the number of telephones in use (includ- 
ing connecting phones) has increased 
about 15 times; the number of stock- 
holders about 65 times ; and the number 
of long-distance telephone messages 
about 40 times (these comparisons, based 
on chart inspection, are quite approxi- 
mate). The recent depression affected all 
three items, but merely served to offset 
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the over-rapid growth of the twenties, 
The number of long-distance messages 
was reduced about 30 per cent, but by 
1936 had recovered almost all the lost 
ground ; but the gain in number of tele- 
phones was somewhat less impressive, 
1936 being slightly below the 1928 level. 
The number of stockholders (stimulated 
during the early years of the depression 
due to the popularity of Telephone as 
a high-yield investment) has declined 
moderately during 1933-36 but is still 
about one-third above the 1929 level. It 
is interesting to note that men hold only 
one-third of the total stock, women 57 
per cent, and trustees, joint accounts, etc., 
the remaining 10 per cent. 

The report also indicates the technical 
progress made in handling long-distance 
calls: The average number of minutes 
required to establish a connection has 
been reduced from about five and a half 
minutes to one and a half ; while the per- 
centage of calls handled with the cus- 
tomer remaining at the telephone has in- 
creased during the decade from 40 per 
cent to 92 per cent. 

The average charge for service be- 
tween the twenty largest cities in the 
United States has been quite steadily re- 
duced from $7.50 in 1916 to $2.80 in 
1936 (including the reduction effective 
January 15, 1937). The average airline 
distance for these calls is 970 miles. Long 
distance conversations gained 12 per cent 
last year compared with 7.6 per cent for 
local calls. 


NOTHER chart portrays the growth in 

the total plant investment during 

1920-36. In 1936 the break-up was ap- 
proximately as follows: 


Land and buildings 
Underground plant 

Aerial plant 

Central office equipment ... 
Subscribers’ station equipment 


600,000,000 


The Bell System maintains a 5-day 
40-hour work week with minor excep- 
tions. 

The company’s detailed income state- 
ment reveals a moderate reduction in de- 
preciation expense, the decrease amount- 
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ng to $7,750,286 or about 4.6 per cent. 
bout 16.1 per cent of gross revenues 
was appropriated for depreciation, com- 
pared with 18.4 per cent in 1935. On the 
pther hand maintenance expenses were 
ncreased $9,426,679. On a consolidated 
asis net income increased from $7.12 
per share in 1935 to $9.89 in 1936, on 
nverage number of shares outstanding. 
The Bell System reports a net gain of 
b2,200 telephones in February, 1937, 
ompared with gains of 95,600 in Janu- 
pry and 66,400 in February, 1936. Ac- 
ording to Dow Jones, the growth of the 
business has been so rapid, exceeding ex- 
pectations, that American Telephone and 
elegraph Company may decide to re- 
sume its traditional policy of financing 
apital expenditures through sale of com- 
on stock, with rights to stockholders. 
uch financing, however, would largely 
lepend upon whether business continues 
o accelerate at the recent pace. Working 
apital remains ample for the present and 
bystem funded debt was reduced about 
533,000,000 in 1936. Sales of Western 
‘lectric Company, which to some extent 
rauge the rate of telephone expansion, 
pained 40 per cent last year. 


* 


Standard Gas Reorganization 


Plan Expected Soon 


A REORGANIZATION plan for the $650,- 
000,000 Standard Gas & Electric 
ystem is expected to be forthcoming in 
he near future. According to Dow 
ones, the reorganization proposal in- 
ludes reclassification of the funded debt 
the $74,000,000 6s to be offered new 
bonds, probably bearing a 44 per cent 
oupon), payment of the dividend ar- 
ears on the first preferred stocks in 
ommon stock, and exchange of the sec- 
nd preferred for common stock. 
To offset the reduction in the interest 
ate on the notes, it is reported that note- 
olders will be given the privilege of 
onverting half of each new bond into 
ertain common stocks of system sub- 
idiaries or other companies in which 
ptandard Gas has holdings, the conver- 
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sion privilege being of immediate value ; 
and the new bonds would also carry a 
warrant to purchase common stock of a 
Standard property at some later date. 
The conversion offer will, it is said, in- 
clude such stocks as Philadelphia Com- 
pany, San Diego Gas & Electric, and 
Pacific Gas & Electric. Should bond- 
holders make the conversion, the parent 
company’s interest requirements would 
be reduced nearly two-thirds to around 
$1,660,000. 

The two first preferreds would prob- 
ably remain unchanged, with arrears 
($21 on the $7 preferred and $18 on the 
$6) adjusted with common stock. The 
4 per cent preferred, of which there are 
757,442 shares outstanding with $15 
arrears, would probably be retired by 
offering common stock in exchange. 


HE preliminary income statement 

for Standard Gas & Electric for 
the calendar year 1936 indicates that in- 
terest was earned 1.12 times while $7.65 
per share was earned on the combined 
prior preferred issues and 50 cents a 
share on the $4 preferred. 

It is thought that the reorganization 
plan when presented to the Court for 
approval will be accompanied by a com- 
promise settlement of the Delevan Corp., 
lawsuit for $100,000,000 recently started 
against H. M. Byllesby & Co., Laden- 
burg, Thalmann & Co., and U. S. Elec- 
tric Power Corp., as well as certain offi- 
cers and managers of Standard Gas. 

The company has been under 77-B 
for about a year and a half due to failure 
to carry out a plan for extension of $25,- 
000,000 notes—despite the fact that in- 
terest had been earned regularly during 
the depression. 


> 


Earnings Reports 


| ages of 1936 earnings, released 
since the last issue of the Fort- 
NIGHTLY, include the following: 
Edison Electric Illuminating Co. of 
Boston covered fixed charges nearly 
three times and earned $8.38 per share 
on the capital stock, as compared with 
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$9.42 in 1935. Net income after charges 
increased slightly, due to increased gross 
and reduced interest, but the outstanding 
number of shares was larger, reducing 
the per share figure. 

Long Island Lighting Company in the 
twelve months ended December 31st 
earned fixed charges about 1} times; 
$8.18 per share on preferred stock was 
reported, compared with $9.49 in 1935, 
and 16 cents per share on common, 
against 27 cents. Total revenues declined 
slightly, doubtless due to rate cuts, and 
expenses increased. The company has re- 
cently announced another reduction in 
electric rates which it was estimated 
would save consumers over $641,100 a 
year. Moreover, the reduction is retro- 
active to January 31, 1936. The balance 
sheet as of December 31, 1936, contained 
a “special reserve for rate decision” 
amounting to $451,856. 

Public Service Company of Northern 
Illinois in 1936 earned fixed charges 
1.65 times, $24.40 per share on preferred 
stock, and $4.50 per share on common, 
the latter comparing with $3.78 in 1935. 


ype California Edison Com- 
pany, Ltd., earned fixed charges 2.71 
times in 1936, and preferred dividends 
were covered about 2.5 times. Earnings 
per share on common stock were $2.45 
compared with $1.64 in 1935. Gross 
revenues established a new record, with 
a substantial gain over 1935, which, how- 
ever, was largely absorbed by increased 
expenses and taxes. 

Western Union Telegraph Company, 
with a gain in gross revenues of nearly 
10 per cent in 1936, covered fixed charges 
2.46 times compared with 1.99 in the 
previous year. Earnings per share were 
$6.89 against $5.03. 

North American Company’s 1936 
earnings on common stock have been esti- 
mated by Dow Jones at about $1.75 a 
share, compared with $1.35 in 1935, and 
$1.60 for the twelve months ended Sep- 
tember 30, 1936. The annual report is 
expected to be in stockholders’ hands 
about the end of March. 

Hudson & Manhattan Railroad Com- 
pany reported a net loss for 1936, after 
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interest on adjustment income bonds, 
amounting to $447,758 which was some- 
what less than the 1935 loss of $488,224. 

Among January returns now beginning 
to appear, Commonwealth & Southern 
Corporation and subsidiaries reported 14 
cents a share earned on common stock 
compared with 1 cent in the correspond- 
ing previous period. January gross 
showed a gain of about 12 per cent over 
last year, and net income gained about 
45 per cent (subject to tax adjustments), 


— City Power and Light in 1936 
reported $8.51 per share on com- 
mon stock against $6.45 in 1935. 
Federal Light and Traction Company 
and subsidiaries reported net income for 
the fiscal year ended December 30, 1936, 
of $1,607,383 compared with $1,344,465 
for the preceding fiscal year. At the an- 
nual meeting, President Nichols told 
stockholders that no dividend was likely 
to be paid on common stock this year, in- 
come being used for reduction of bank 
loans and construction work. Bank loans 
were reduced to $500,000 during 1936. 
The company is planning no refunding 
operations, since registration might prove 
impracticable at present. Questioned re- 
garding relations with Cities Service 
Company, Mr. Nichols stated: 

Cities Service has never diverted 1 cent 
from this company’s earnings, and has not 
charged for the technical services and ad- 
vice it has given to Federal Light, except 
where such services have been requested 
and a man was taken off another job to help 
Federal’s management. No subsidiary has 
ever received gentler treatment from its 
parent company, and if Federal Light had 
not had Cities Service behind it, Federal 
would have been sunk. 


Central Hudson Gas & Electric Cor- 
poration in the calendar year 1936 
showed income of 97 cents per share on 
1,500,000 shares of common stock, com- 
pared with $1 earned in 1935. 

Middle West Corporation, according 
to President Green, on the basis of pre- 
liminary figures earned about 50 cents 
share on capital stock, after deducting un- 
earned dividend requirements on pre 
ferred stocks of subsidiaries; befort 
such deductions, the earnings would have 
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amounted to about 65 cents a share. 
Philadelphia Company (preliminary 

report) showed profits of $8,599,609 for 

1936, compared with $8,004,608 in 1935. 


* 


International Paper & Power 
Recapitalization 


NTERNATIONAL Paper & Power Co. 
has filed with the SEC a plan for 
recapitalization on which hearings are to 
begin March 29th. The company former- 
ly had indirect control of power compa- 
nies in this country and Canada through 
International Hydro-Electric System, 
and sometime ago applied for exemption 
as a holding company under the Utility 
Act. Since this has not yet been granted, 
the company has decided to “play safe” 
by taking its plan to the SEC. 

The new plan, which is also subject to 
approval by stockholders and directors, 
would reduce capitalization about $29,- 
200,000, thus turning the present balance 
sheet deficit into a surplus. The large 
back dividends on preferred stocks would 
also be eliminated. The stated value of 
common stock would be reduced from 
$52.50 to $15 a share. 

Under the plan, a holder of one share 
of the 7 per cent preferred stock will 
receive one share of new 5 per cent pre- 
ferred and one share of common; each 
share of 6 per cent preferred would ob- 
tain one share of new preferred and 
three-fourths share of new common. The 
new preferred would be convertible into 
2} shares of common after October 15, 
1937. Each share of Class “A” common 
would obtain eight-twentieths share of 
new common and a warrant to buy 
twelve-twentieths share of common. 
Class “B” common would receive six- 
twentieths share of common and a war- 
rant for nine-twentieths shares ; while for 
Class “C” the amounts would be three- 
"@twentieths and nine-fortieths, respective- 
ly. Giving effect to various exchanges 
and adjustments, the new company would 
‘start with a surplus of over $9,000,000, 
permitting payment of dividends on the 
new stock. 
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International’s estimated system profit 
of $4,800,000 for 1936 compares with a 
loss of $3,323,432 for 1935 and losses in 
1931-34. A substantial gain appears like- 
ly in 1937, despite continuance of a dis- 
appointing price-level for newsprint. 


* 


Corporate Notes 


as Union Gas Company re- 
ports that domestic gas appliance 
sales are running at record levels and are 
about 40 per cent over those of a year 
ago. President Page told stockholders at 
the annual meeting that thus far the com- 
pany had found it impracticable to carry 
through a refunding program on its 5-6 
per cent bonds. While earnings in 1936 
declined, the $3 dividend rate would be 
continued so long as earnings and pros- 
pects warranted, according to the presi- 
dent. 

The proposed plan of recapitalization 
submitted to the SEC by Illinois Power 
& Light Corporation would place con- 
trol of that system in the “open market,” 
according to Dow Jones. It is now affili- 
ated with North American Light & 
Power Company which in turn is con- 
trolled by North American Company. 
The plan would facilitate the payment of 
$24 in arrears on preferred stock and 
the refunding of over $100,000,000 
bonds, clear up a surplus deficit, and 
permit an earnings return on the common 
shares. The plan, if consummated, would 
leave the North American System with 
a 24 per cent voting interest. 

Cities Service Company is planning the 
expenditure of $42,000,000 for construc- 
tion work in 1937, of which $18,000,000 
will be for utility plants. 

Consolidated Edison Co. has reduced 
gas rates by an amount estimated at 
$630,000 per annum. The company ap- 
parently need not fear threatened legis- 
lation at Albany in support of Mayor La- 
Guardia’s project for construction of a 
municipal power plant. While the mayor 
has been active in seeking a sponsor for 
his proposal, members of both parties 
have thus far refused to father the legis- 
lation. 
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What Others Think 





WPA Presents a Kilowatt Melodrama 


w= the first very tabloid type of 
daily paper appeared in New 


York, old line newspapermen scoffed. 
Today, tabloids have not only cleaned up 
in the metropolitan area, but are moving 
into other large cities. Tabloids were de- 
signed mostly for the multitude of good 
folks who do not read a great deal and 
therefore do not read easily—the folks 
who cannot read without moving their 
lips, for example. (Or, as a cynical 
journalist once suggested, for folks who 
cannot read at all.) 

These humble but worthy citizens who 
perhaps did without newspapers in the 
more literary past of the Fourth Estate, 
prefer to receive their news in little 
shocks, so to speak, to stimulate their 
minds long enough to grasp the general 
importance of the passing news item. 
Thus we have such bold-faced and ban- 
nered phrases as “Tub Slayer,” “Torso 
Hacker,” “Ax Fiend,” etc., lavishly il- 
lustrated by frank photographs of grue- 
some accidents, more gruesome crimes, 
and, of course, the inevitable winsome 
lassies not overdressed. Even for ro- 
mance, these multitudes of workaday 
folks must live vicariously in the filmed 
adventures of glamorous Hollywood 
stars—just a release for two hours from 
the more drab monotony of everyday 
life. 

It is somewhat ironic, but nevertheless 
interesting, that the Federal Theatre 
Project, a Works Progress Administra- 
tion unit, decided to transfer the tabloid 
technique to the speaking stage—of all 
places. The speaking stage, driven to re- 
treat in its Broadway stronghold by the 
devastating competition of the more pop- 
ular (and popular priced) talking pic- 
ture, had heretofore affected, to some ex- 
tent, the pose of the sophisticate. The 
cinema might do very well for the yokel 
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and the provincial, but the stage, it was 
agreed, was the refuge of the intellec- 
tuals. This was making a virtue of a ne- 
cessity, perhaps, but now even this doubt- 
ful consolation is threatened by the re- 
cent invasion of very obvious proletarian 
drama, under the personal direction and 
supervision of none other than our old 
friend, Uncle Sam. 


fee WPA unit has been presenting, 
in a certain New York theater, a 
series of Living Newspaper plays. Each 
play deals with a different subject of cur- 
rent interest and importance, and the 
form is rather hard to describe. It isa 
sort of combination lecture, musical 
comedy, and magic lantern show. Thi 
may sound like a nightmare, but it is re 
markable how well and coherently thi 
WPA technicians manage to develop 
their subjects. 

The series, as the name “Living 
Newspaper” would imply, includes sub 
jects of passing news developments oj 
lasting significance. The underlying 
policy of the WPA producers seems tt 
be to look out for the interest of thei 
boss—the taxpayers—with, of cou 
many a pat on the back for the admini 
tration now in office. 

The latest chapter in the Living New 
paper series is called “Power” and is d 
signed to educate its audience in the sub 
ject of electricity from the doings 0| 
Faraday to the doings of Roosevelt. Thi 
show starts off with a recital of how im 
portant elctric power is in a modern cit 
by depicting the panicky scenes that 
tended a general breakdown in a larg 
city. Then follows a brief historic 
background and technical explanation i 
which such pioneers as Thomas A. Edi 
son, and such symbols as the “kilowatt 
are explained in terms that should } 
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understandable to a normally bright 5- 
year-old, The scenes move hurriedly to 
more current matters and end up glorify- 
ing the TVA, and virtually defying the 
—} Supreme Court to do anything about it. 
In spirit, “Power” is propaganda of a 
frankly impartial and naive sort. The 
hero is Senator George W. Norris of 
Nebraska ; the villian is the utility hold- 
oc. ing company (which was literally de- 
picted as an octopus in one scene). The 
ne- ‘ ; ; ee 
tg comic relief is designed to ridicule the 
private industry and sometimes, taking 
it at its face value, it is pretty good. The 
scene showing a holding company execu- 
tive selling himself a piece of over- 
valued property by switching chairs and 
changing his own voice is really funny. 
It is funny, of course, aside from its 
N§.8 social implications. It would be funny if 
» 48 it were an Arab in Timbuktu selling 
chil himself a camel. That the comedy car- 
ur-@ ries with it the social argument is simply 
the the effective art of the propagandist. 





ian 
nd 
old 


cal 8 fem geniegeer “Power” is not great 
art — unless one belongs to the 
Te@ more ‘recent Clifford Odets’ school 
thd which apparently believes that inciting 
‘OV the audience to riot is good theater. 
“Power” will scarcely be remembered 
as anything more than an interesting, but 
biased, exposition of an important sub- 
ject of public interest. The better in- 
formed witness would be interested 
chiefly in the technique—in the skill 
with which an inherently dry subject is 
dramatized, as well as simplified. How- 
ever, here is a passage from one of the 
flag-waving scenes which shows why this 
reviewer believes “Power” will not 
linger long on the tablets of memory : 














My name is William Edwards 
I live down Cove Creek way 
I’m working on the project 
They call the T. V. A. 

The government begun it 
When I was but a child 

But now they are in earnest 
And Tennessee’s gone wild! 


nil All up and down the valley 
Rd They heard the glad alarm 
att The government means business 
It’s working lik ch 
g like a charm 
1 hy Oh, see them boys a-comin’ 
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Their government they trust 
Just hear their hammers ringing 
They'll build that dam or bust! 


Looking at the production more ob- 
jectively, the sensitive taxpayer may 
squirm at the idea of the government 
spending money to “condition” the mass 
mind to the end that its political policies 
may be approved and its exponents per- 
petuated in office. The private utility 
executive, fretting at the obvious bias, 
may also be irritated at the thought of 
what a howl the industry’s critics would 
raise if the Edison Electric Institute 
should sponsor a similarly elaborate 
piece of propaganda, which doubtless 
could be done with about equal effec- 
tiveness if money and talent were forth- 
coming. 


He taking a broader view, the 
history of the stage would indicate 
that when propaganda treads the boards, 
art is less spontaneous and the muse has 
to work extra hard. A naturally comic 
situation becomes just a little less funny 
when hooked up with some concealed 
argument. The French playwright, 
Moliere, who brought the art of political 
satire to a peak probably never equaled 
before or since, recognized and openly 
conceded that true art must be free to go 
where it will. This hardly ties up with a 
lobbyist in the prompter’s box, whether 
he be bureaucrat or tycoon. And 
Shakespeare, who was not above carry- 
ing the cross for the good cause on oc- 
casion, reached his greatest heights in 
dramas of romance that quite obviously 
wrote themselves. 

If further proof were needed, one 
might consider the incredibly ridiculous 
results accomplished by the proletarian 
dramatic butchers of the Moscow 
theater who have actually undertaken to 
write their collectivist obligato into some 
of the very scripts prepared by the Bard 
of Avon. Even Hollywood, often criti- 
cized for its preoccupation with unreal 
and inconsequential situations of the 
penthouse variety, has generally side- 
stepped the rdle of political propa- 
gandist, possibly from fear of having its 
stars transferred in the public minds 
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Rochester Democrat and Chronicle 


LOOKING TOWARD THE PROMISED LAND 


from romantic entertainers to tiresome 
scolds. 

Again, propaganda on the stage has a 
way of stalemating itself in rather small 
circles. It is likely to turn out some- 
thing like this: This season the Whites 
have all the better of it, poking fun at 
the Blacks. This drives the Blacks to 
indignant coalition and, in turn, the 
Blacks shoot their side of the story over 
APR. 1, 1937 


the footlights. Thus it goes, with pleas- 
ant satire rising to boiling rage until the 
confused proletariat is likely to end it all 
by saying in effect, “a plague on both 
your houses” ; and thereupon proceed to 
spend his 50 cents at the Brothers Min- 
sky Temple of Burlesque, where he 
probably would have gone in the first 
place had he not fallen among bicker- 
ing bores. 
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All of which is by way of concluding 
that Uncle Sam’s kilowatt drama, while 
of considerable interest and merit for its 
tvpe, probably does not mark the begin- 
ning of an era of tabloid drama designed 
to hasten the social revolution. The ex- 
planation may be that a particular story 


in the theater is something like a match. 
You can only use it once very effectively. 
—F. X. W. 


Power. A presentation of The Living News- 
paper, a Federal Theater Works Progress 
Administration project, at the Ritz Theater, 
New York, N. Y. Opening Feb. 23, 1937. 





Dr. Bauer on Public Ownership 


s late as December 7, 1933, Dr. John 
Bauer, noted utility economist, 
writing in Pusiic UTILITIES Fort- 
NIGHTLY, found it “attractive to visual- 
ize the institution of outright public or- 
ganization” for utility service, but added 
that “however attractive such a direct 
course may be, it has its own difficulties 
which must be balanced against the ob- 
stacles of trying to convert private or- 
ganizations into satisfactory public 
agencies.” He found it improbable that 
utilities could be generally transferred 
into municipal systems within a few 
years and further observed, “that they 
should be so converted throughout is 
extremely doubtful.” He then concluded 
that “under present and prospective con- 
ditions private operation is probably 
more efficient if the management centers 
its attention on operation instead of 
stock markets.” 

However, subsequent happenings 
(maybe the depression or the New 
Deal) seemed to have converted Dr. 
Bauer from a doubting Thomas to a 
zealous advocate of public ownership of 
utilities. He has since become an asso- 
ciate editor for Public Ownership, the 
organ of the Public Ownership League 
of America, and appeared as a principal 
speaker before the national conference 
of that organization held last fall at 
Springfield, Ill. 

Indeed, it is difficult to conceive of 
more sincerely argued reasons for pub- 
lic ownership of utilities than those con- 
tained in Dr. Bauer’s Springfield ad- 
dress ; and if, as the Bible tells us, there 
is more joy in heaven over a single con- 
vert who sees the light than for the many 
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just who are already saved from error, 
the Springfield gathering of public own- 
ership advocates must have been further 
heartened by the zeal and vigor of this 
speaker. 


D’: Bauer got under way by describ- 
ing the two conflicting camps of 
economic thought: (1) those, including 
“many intelligent people” who believe 
that all private organization is “un- 
suited to modern technology and public 
need and that all economic activity 
should be directly organized collec- 
tively,” and (2) those, including “en- 
trenched finance and industrial inter- 
ests,” who seek a free hand to “do as 
they please,” in order to obtain prom- 
ised public benefits. Aside from this 
smile to the Left and a frown for the 
Right, Dr. Bauer eschewed both ex- 
tremes but concluded that there must 
be more “government control in the in- 
terest of the public at large.” The real 
question before us, he stated, is “how 
can such control be attained most read- 
ily under American conditions ?” 
Regulation of the accepted form has 
been “almost generally unsuccessful,” 
said Dr. Bauer, even outside of the pub- 
lic utility field. And it is all due basically 
“to the underlying conflict between pri- 
vate and public interest.” Industries or- 
ganized for profit motives will, under 
economic pressure, resist public re- 
straint. This makes the job of regulation 
necessarily a continuous battle instead 
of an accepted and respected function 
of government. For this reason, Dr. 
Bauer felt that “any industry that in- 
volves fundamental public interest” is 
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better organized publicly so that the gov- 
ernment as operator can plan and ad- 


minister without the endless hindrances . 


of private opposition. 


A advantage of such public 
organization given by Dr. Bauer is 
its probable use as a solution for unem- 
ployment : 


. for economic stabilization and pro- 
gressive advancement for the masses of 
people there must be, first of all, real insti- 
tution of economic security, and ‘this means 
jobs for everybody in useful work. To 
assure full employment under reasonable 
conditions, requires systematic planning, or- 
ganization, and direction. This can be ac- 
complished without great or insuperable 
difficulty by outright public organization, 
but can hardly be attained at all through 
government regulation of private business. 

The efforts of the Roosevelt administra- 
tion have furnished rather conclusive test 
of experience as to whether employment 
can be stabilized and assured through regu- 
lation of private business. The NRA or- 
ganization was primarily an effort to regu- 
late private business so as to assure jobs for 
everybody under stable and progressive con- 
ditions. Actual experience practically dem- 
onstrated that such national control could 
not be successfully carried out because of 
constant and grave divergence between pri- 
vate and public interest. While employers 
as a whole would doubtless be benefited by 
such long run policies as the NRA sought 
to establish, individual industrial and com- 
mercial units in the vast network of co- 
6rdinated enterprises would profit from 
evasion. Before the fateful decision by the 
Supreme Court, NRA _ had practically 
broken down because of resistance by the 
hundreds of thousands of individual busi- 
ness units whose profits were affected by 
the new system of public control. The ex- 
perience was fully in line with that of public 
utility regulation. 

If there is to be assurance of jobs for 
everybody, the responsibility must be di- 
rectly assumed by government through 
suitably planned activities carried out di- 
rectly by government itself. Such impor- 
tant responsibility cannot be left satisfac- 
torily to private business placed under gov- 
ernmental control. 


Dr. Bauer also urged public owner- 
ship and operation of banking, stating 
that “if there is to be a stable and ade- 
quate monetary system it must be taken 
over directly and in its entirety by the 


government.” This would allow the 
monetary system to be planned and di- 
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rected systematically to national pur- 
poses. 

Beyond this point, Dr. Bauer said that 
no one could, at this time, definitely spec- 
ify in detail just what other types of en- 
terprises should be “publicly organized,” 
but he did not hesitate to say that at- 
tempts at regulation of any of them are 
“likely to be unsatisfactory.” Further- 
more, “fundamental responsibility for 
economic stability and security must be 
assumed by government.” Public utili- 
ties, banking, and inherently monopolis- 
tic industries, however, were definitely 
ticketed for public ownership. 


UMMING up Dr. Bauer’s address, it 
struck this reviewer that it left un- 
answered the query whether public 
ownership in the industries mentioned 
could be trusted to match or exceed, 
technologically at least, the standards of 
actual accomplishment of private enter- 
prise to date. We do know at least that 
this profit system with all its faults has 
given us the America we have today— 
our great cities, wonderful industries, 
improved standards of individual living, 
etc. Public ownership and operation 
still have to make out their case. They 
seem to be doing well in Russia but the 
evidence isn’t all in on that case yet and 
before it is we may even find quite a dif- 
ferent government in Russia than Lenin 
and Trotsky founded. In short, when 
public ownership advocates speak so con- 
fidently about its superior economic vir- 
tues, isn’t it apropos to remark, “Let 
him boast who taketh off his armor”? 
Of course, it may be reasonably ar- 
gued (and doubtless has been) that 
while public ownership may be shy on 
pioneering and promotion as compared 
with profit-minded entrepreneurs, there 
comes a time in the affairs of modern 
nations and (at least some types) of 
modern business when public interest 
requires that the government should 
take over; and that for this task public 
organization is well if not better suited. 
As Tennyson once said of the fair sex: 
“When did woman ever invent? But 
they hunt old trails very well.” 
As for the value of government dom- 
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ination of banking in order to maintain 
a “stable and adequate monetary sys- 
tem” that can be “planned and directed 
systematically to national purposes,” it 
would appear that Messrs. Stalin and 
Hitler have also discovered the advan- 
tages of this arrangement. However, it 
is still very doubtful whether invest- 
ment in trick marks and fake gold rubles 


should be made legal for savings banks 
in Connecticut. 


—M. R. K. 


FAILURE OF REGULATION IN THE AMERICAN 
Economy. Address by Dr. John Bauer be- 
fore conference of Public Ownership 
League of America. Springfield, Ill. Oc- 
tober 15-17, 1936. 





The Federal vs. New York Commission 


TATE and Federal utility commissions 
S alike (to say nothing of the utility 
companies they regulate) were doubtless 
interested in the recent exchange of 
correspondence between the chairman 
of the Federal Power Commission, 
Frank R. McNinch, and the chairman 
of the New York Public Service Com- 
mission, Milo R. Maltbie. The original 
setting for this dispute happened in 
Washington, D. C., December 10, 1936, 
when Chairman Maltbie was called. be- 
fore a subcommittee of the Committee 
on Appropriations for the House of 
Representatives to discuss the proposed 
appropriation for his board which was 
included in the Independent Offices Ap- 
propriation Bill for 1938. 

In the course of Chairman McNinch’s 
testimony, Representative Fitzpatrick 
(Democrat) of New York asked whether 
the FPC was prepared to give in- 
formation as to distribution cost per 
kilowatt for electric service throughout 
the country. The chairman replied that 
the commission was unable, because of 
almost prohibitive expense that would be 
involved, to give such information on 
every community in the United States, 
but that it had undertaken to give such 
data on certain typical communities and 
that the same had been published by the 
commission. 

Representative Fitzpatrick wondered 
why New York city had not been so 
studied. It seemed easy enough to him. 
“You have the actual population, the 
amount distributed, and the actual cost,” 
he told FPC Chairman McNinch (Chief 
Engineer McWhorter and Solicitor De- 
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Vane, also of the FPC, on the sidelines). 
“T should think it would be easy to get 
it and it would be very important.” 


H° failed also to see why a distribu- 
tion cost study for New York city 
would be “so expensive.” When Mr. 
McWhorter suggested that distribution 
costs to an industrial concern would be 
enormously less than to a house in an 
outlying section, Representative Fitz- 
patrick objected that there are no outly- 
ing sections in New York city and re- 
minded the FPC engineer “when you try 
to pick out an isolated home in the sub- 
urbs, you are not giving a fair picture.” 
With this advice to the FPC from the 
learned Representative, let us pick up the 
dialogue as reported in the record of 
the subcommittee hearings: 

MR. FITZPATRICK. What is the expla- 
nation for charging 5 or 6 cents where we 
use so much, while in the smaller sections 
and smaller communities they are charged 
so much less? 

MR. DEVANE. We answered that when 
this bill was before Congress, and the an- 
swer is that the cause of the higher rates in 
New York is that the consumption per kilo- 


watt hour is about the lowest of any city in 
the United States. 

MR. FITZPATRICK. In the residential 
section, as I recall, we have to pay 5 or 6 
cents per kilowatt hour, and there are places 
that are much smaller where they only have 
to pay 2 or 3 cents. 

MR. McNINCH. The average domestic 
consumption in New York city is lower than 
the general average for the United States. 

MR. McWHORTER. It is only about 40 
kilowatt hours per month. 

MR. McNINCH. That is approximately 
500 kilowatt hours per year, whereas the na- 
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tional average of domestic customers is now 
about 700 kilowatt hours per year. 

MR. FITZPATRICK. But where there 
may be comparatively few people using it in 
the smaller communities, there is an enor- 
mous number who use it in New York city. 
Why should it not be cheaper there? 

MR. McWHORTER. It would seem it 
should be; they ought to have a lower rate; 
there is no question about that. 

MR. FITZPATRICK. That is true in all 
businesses except in that particular line, 
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MR. McNINCH. In our rate study New 
York city did not show up so well by com- 
parison with other communities. 

MR. FITZPATRICK. Take the amount 
of money paid in that great city, as compared 
with the amount paid in any other part of 
the country; how does that stand? 

MR. McNINCH. Of course, it is consid- 
erably greater. We do not understand why 
the rate is as high as it is. 

MR. FITZPATRICK. That is why I am 
asking you, why do you not understand that? 
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MR, McNINCH. We made a study of compare the New York rates with rates 
rates for New York city, and that is covered jcewhere. Possible reasons for the al- 


in that report; the cost of generation and 
transmission is not particularly high. Of 


leged differentials between New York 


course, those who have to do with the man- rates and national rates apparently did 
agement of companies in New York might not impress (nor interest greatly) the 
not agree with the results of our study, but Representative. In any event, the re- 


we are Satisfied it is fair. 


MR. WOODRUM. Do you have any con- 
trol over the rates? 


sult was a statement by Chairman Mc- 
Ninch that New York rates appear “out 


MR. McNINCH. No sir; we have no f line and higher” than rates elsewhere 
control over the local rates. and it was publication of that statement 
MR. FITZPATRICK. But you can make that aroused Chairman Maltbie, who dis- 
recommendations ? patched the following telegram to Chair- 
MR. McNINCH. I doubt the proprietyof man McNinch: 


the Federal commission, when it has no au- 
thority over local rates, ’ undertaking to rec- 
ommend to a state commission specific rates. 

MR. FITZPATRICK. But if you gave 
them the statistics showing the facts, would 
that not be of some assistance? 

MR. McNINCH. They do have the full 
benefit of every study we have made, in- 
cluding that of rates and the cost of distri- 
bution. 

MR. FITZPATRICK. Have you ever 
made a study of the cost of distribution in 
the larger cities, as compared with that in 


Press reports you as stating electric rates 
in New York city are excessive and should 
be reduced. If you have legal proof to sup- 
port this allegation public service commis- 
sion will gladly hold a hearing at your con- 
venience to receive testimony. We have 
been proceeding in manner provided for by 
law to determine reasonable rates, and re- 
ductions in New York city alone during the 
past month aggregated about $7,000,000. 
Please reply promptly at our expense. 


It might have been expected by some 


the smaller communities ? that Chairman McNinch, in answer to 
MR. McNINCH. In several of them ; yes, Chairman Maltbie’s telegram, would 


sir. We will be glad to make that report 
available to you. 


confine himself to pointing out the gen- 


MR. FITZPATRICK. In my home, for eral circumstances attending his original 


instance, it costs me $4 to $6a month. Ina Statement, the qualifying context, and 
small community in the state, in a house the general spirit of the testimony. He 
with twice as many rooms, they pay about did this to some extent, but it caused 


one-third of what I pay. And yet I live 
where there are millions of consumers. 


surprise in some quarters that he fol- 


So it seems to me there is something lowed up these observations with modi- 
radically wrong there. I pay about 5 or 6 fied acceptance of Chairman Maltbie’s 


cents, and they pay 24 or 3 cents. challenge. The McNinch reply was in 
MR. McNINCH. My reluctance to make part as follows: 


a direct observation further than I have 
about rates in New York is because they 
now have in the state of New York a com- 
mission to take care of that. The state of 
New York has put the responsibility for the 
regulation of those rates upon the state 
commission, and as a Federal commissioner, 
with no authority, it would not be justifiable 
for me to say that specific rates should be 
lower than they are. I only say they appear 
out of line and higher than rates elsewhere. 


ROM this it will be seen that Chair- 
man McNinch did not actually go 

out of his way to reflect either on the 
electric utilities serving the metropolitan 
area nor the state commission, whose 
duty it is to regulate them, but rather was 
forced by cross-questioning by a member 
who obviously did not understand very 
much about electric rate economies, to 
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Your telegram expresses a willingness on 
your part to have me appear before your 
commission to testify. It is thought that, 
after you have read the transcript of my 
testimony before the committee and learned 
that all of my statements were temperate 
and wholly free from either criticism of or 
discourteous reference to you and your 
commission, you may conclude that my ap- 
pearance is not required and that such a 
procedure might be unseemly. 

However, if it is your considered desire 
to have me appear, I will do so, with the un- 
derstanding that you assume sole responsi- 
bility for such an extraordinary procedure. 
Only on this basis would I respond to your 
invitation. In doing so I would want an 
agreement that the hearing be open to the 
press and public and that, after you had ex- 
amined me as freely as you may care to, I 
would be extended the reciprocal courtesy 
of examining you, your associate commis- 
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sioners, and such members of your staffasI Chairman McNinch. With the approval 
might deem advisable. Further, that I, being of his fellow commissioners, Chairman 


merely a lawyer, might introduce and ex- 
amine such experts as I thought advisable. 
Also, that the hearing would be legally con- 
stituted so as to enable your commission to 
compel attendance, by subpoena, for exami- 
nation by me, of such officials and represen- 
tatives of the interested power companies as 
I may request. I would want to examine 
them, touching their accounting systems, 
capital structures, rate schedules, “write- 
ups,” and the proposed “write-offs” of about 
$60,000,000 referred to in the Herald Trib- 
une article, hereinafter referred to, and as 
to any other inflation or write-ups. I would 
further want to examine these and other 
witnesses relative to holding company and 
other affiliations, as well as their financial 
and banking connections, whether corporate 
or otherwise. 


(ee McNinch went on to 
point out as “legal proof” the fact 
that a $7,000,000 electric rate reduction 
was made in New York city about a 
month after McNinch’s original state- 
ment. He did not explain just why this 
would be “legal proof” of the contention 
that previous rates had been too high. 
The reasonableness of a utility rate is, 
in legal theory, a relative quality and 
commission regulation is continuous in 
its supervision. Today’s unreasonable 
rate might have been reasonable enough 
yesterday, and so forth. 

In any event, Chairman McNinch 
went on to discuss in greater detail sta- 
tistics on electric rates and consump- 
tion in New York compared with other 
sections as shown in the Federal Power 
Commission studies and ended on a 
rather conciliatory note: 

May I, in closing, renew my expressions, 
from time to time, to you and to others, 
throughout the twenty years I have had the 
privilege of knowing you, of my great re- 
spect for your ability in the utility regula- 
tory field and my complete confidence in 
your integrity and purpose to serve the pub- 
lic interests. The present incident shall in 
no wise modify my high esteem of you. I 
only regret that you did not see fit to handle 
this matter through the usual channels of 
correspondence or of informal conference 


Maltbie wrote: 


We are pleased to note that you believe 
you have legal proof to support the allega- 
tion that electric rates in New York city 
are excessive and should be reduced. How- 
ever, you attach certain conditions to your 
acceptance of our invitation, which we have 
carefully considered. Your conditions are: 

1. That the hearing at which you will pre- 
sent legal proof shall “be open to the press 
and the public.” 

2. That the hearing shall be “legally con- 
stituted.” 

3. That you shall be permitted to intro- 
duce and examine such experts as you may 
wish to present. 

4. That you shall have subpoenas for the 
“officials and representatives of the inter- 
ested power companies as I (you) may re- 
quest.” 

5. That you shall have the opportunity to 
examine each of the members of the com- 
mission and any member of our staff. 


The first condition, Chairman Malt- 


bie said, is the general practice of the 
commission. The second and third were 
also granted. In connection with the 
fourth, Maltbie said it has seldom been 
necessary to issue subpoenas, but if nec- 
essary in this case, they would be issued 
if McNinch’s requests “seem reasonable 
and proper.” Chairman Maltbie contin- 
ued: 


The fifth condition is without precedent 
and indicates a misconception of the tele- 
gram which we sent you and the conditions 
which brought it about... 

Any information which you might obtain 
by examining the members of the commis- 
sion obviously could not have been known 
to you at the time you made the original 
statement. As the commission already has 
whatever knowledge each commissioner pos- 
sesses regarding electric rates in New York 
city and as the commission will have at its 
command the results of all of its investiga- 
tions now being made by our engineers and 
accountants, this request is entirely beside 
the point. What the commission clearly de- 
sires is the legal proof which you had or 
which was at your command. 


Chairman Maltbie also pointed out 


but, since you gave your telegram to the that it would be “farcical” to examine 


press, I am left no choice but to follow the 
procedure employed by you. 


the commission members, who one mo- 
ment would be sitting in a quasi judicial 


HE last chapter, at this writing, was capacity, and the next moment would be 
the reply of Chairman Maltbie to witnesses before themselves. He added: 
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Such a procedure would result in a situa- 
tion where witnesses would pass upon the 
relevancy, competency, and credibility of 
their own testimony. The commission can- 
not agree to reverse the procedure which it 
has always followed and adopt the strange 
and novel course which you ask to be agreed 
to before you will appear. 


UMMING up this exchange of corre- 
~ spondence, it would appear that 
Chairman McNinch’s original statement 
was not, in spirit, such a criticism of 
New York commission regulation as it 
might seem when isolated from the con- 
text. However, in reply to Chairman 
Maltbie’s demand for legal proof, Chair- 
man McNinch quotes comparative rate 
statistics and tacitly admits he does not 
presently ave such proof by suggesting 
that both commissions collaborate in a 
joint fishing expedition to obtain it. 


Probably nothing more substantial will 
come of this except, perhaps, an addi- 
tional exchange of open communica- 
tions ; but it makes one wonder whether, 
in view of the increasing regulatory 
powers of the Federal commissions, such 
incidents promote codperation with the 
state commissions. 


—E. S. B. 


Hearincs before Subcommittee of the Com- 
mittee on Appropriations. House of Repre- 
sentatives. Independent Offices Appropria- 
tion Bill for 1938. December 10, 1936. 


EXCHANGE of correspondence between Milo R. 
Maltbie and Frank R. McNinch. Released 
for newspapers February 13, 1937. Federal 
Power Commission Release No. 171. 


Open Repty of Milo R. Maltbie to Frank R. 


McNinch. New York Herald Tribune. Feb- 
ruary 18, 1937. 
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Rev. 70. December, 1936. 


Pustic UtTitiry VALUATION IN THE SUPREME 
Court. By William Pettit. 14 Tenn. L. L. 
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Uriitres CoMMISSIONS AS Expert Courts. 
By Frank W. Hanft. 15 N. C. L. Rev. 12. 
December, 1936. 


WasHINGTON Notes. By T. R. B. The New 
Republic. February 3, 1937. 
Discussion of TVA power pool matter 
from the public ownership viewpoint. 


Tria, By ComMMIssion. By Herbert Corey. 
Nation’s Business. February, 1937. 

An article indicating that independent 
commissions of the Federal government 
act as prosecutor, judge, jury, and marshal 
in the administration of important govern- 
mental regulation affecting business. 


Arcu Dam oF Ice Stops Supe. By Grant Gor- 
don. Engineering News-Record. February 
11, 1937. 

Interesting discussion by a U. S. Bureau 
of Reclamation engineer of the earth freez- 
ing methods used at the Grand Coulee dam 
to prevent soft earth slides during construc- 
tion. 
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REPORT OF INVESTIGATION AND ANALYSIS OF 
Oxnio Pusiic Utitities Commission. Ohio 
Government Survey. December 31, 1936. 
Columbus, Ohio. 

A report on procedural difficulties exper- 
ienced by the Ohio Public Utilities Com- 
mission with specific recommendations for 
statutory and procedural reform. Prepared 
by Howell Wright, former director, Cleve- 
land municipal plant. 


A GLANCE AT THE Rate Situation. By Al- 
fred I. Phillips. American Gas Association 
Monthly. February, 1937. 


Exectric Power For FARMERS. Edited by 
David Cushman Coyle. 170 pages. 
Farmers and the electric companies which 
service them may be interested in the 170- 
page pocket-size book issued by the Rural 
Electrification Administration, edited by 
David Cushman Coyle. It contains an his- 
torical account of electricity and the efforts 
to bring it to the farm, together with sta- 
tistical tables and charts showing the prog- 
ress effected throughout the world in farm 
electrification. Chapters are devoted to cost 
of service and electric rates, together with 
a description of the methods used by the 
REA to aid farm codperatives and other 
organizations. Obviously, the booklet is 
intended to publicate REA activities, but 
nevertheless it should prove of value to 
utility executives. 
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Order Enjoins Utilities 


I line with his own opinion handed down 
last January, Federal Judge Mack entered 
a decree on March 8th permanently enjoining 
the Electric Bond and Share Company and 
twelve of its affiliates from violating provi- 
sions of the Public Utility Holding Company 
Act. 

The companies were enjoined from engaging 
in the transportation, transmission, or dis- 
position of natural or manufactured gas or 
electric energy in interstate commerce, or 
using the mails or any means of interstate 
commerce in connection with service, sales, or 
construction work, until and unless they regis- 
ter with the Securities and Exchange Com- 
mission, or cease to be holding companies, The 
injunction would become operative “thirty 
days after the date of the decree,” which was 
signed on’ March 6th. 

Judge Mack granted the decree without 
“prejudice to the rights and remedies at law 
or in equity which the defendants may have 
after registering as holding companies.” He 
also provided that “it shall be without preju- 
dice to the right of any defendant to question 
the validity of any provision of the said act 
other than Section 4 (a) and 5 thereof.” It 
is in these sections that holding companies are 
required to register with the SEC. 

The decree provided that if the defendants 
took an appeal and perfected it within legal 
time limits, the injunction would be stayed 
“as to appealing defendants.” 


Utilities Assailed in Both 
Houses 


UTHORIZATION for the Federal Trade Com- 

mission to investigate the alleged activi- 

ties of public utilities in seeking to influence 

public opinion against municipal or public 

ownership of power plants was sought in 

resolutions offered on March 4th in both 
houses of Congress. 

The Senate author was Senator Norris of 
Nebraska, while in the House, Representative 
Rankin, Mississippi Democrat living in the 
area served by the Tennessee Valley Author- 
ity, sponsored the resolution. 

Shortly after the resolutions were offered, 
Philip H. Gadsden, chairman of the com- 
mittee of utility executives, issued a state- 
ment saying that the power industry “wel- 
comes any opportunity to bring before the 
public the real issues involved in municipal 
ownership and political management of an 
industry that affects the pocketbook of every 
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voter and citizen.” He said the scope of the 
Norris-Rankin resolution “is limited to the 
methods of privately owned industry in pre- 
senting the public ownership issue to the 
public.” 

Mr. Rankin declared the utilities were con- 
ducting a “well defined” campaign of “in- 
terfering with and attempting to defeat the 
efforts of every municipality which attempts 
to acquire or construct its own electric gen- 
erating or distributing system.” 


Appeal Set for Hearing 


T= Sixth U. S. Circuit Court of Appeals 
last month set April 16th for hearing on 
the TVA injunction suit originating in the 
court of Federal Judge John J. Gore. The 
date was set on motion of the TVA to ad- 
vance the time of hearing on an appeal from 
a decision of Judge Gore, handed down 
December 22nd. 

Judge Gore granted a temporary injunction 
to 19 private power companies against the 
Tennessee Valley Authority, restraining it 
from further expansion of its facilities other 
than completion of transmission lines already 
under construction, and from entering into 
additional consumer contracts: 


Forced to Match Rates 


“cRACK down” policy adopted by the 

Rural Electrification Administration has 
resulted in two power companies making con- 
cessions to meet rates offered by rural electric 
coéperatives in Wisconsin and North Caro- 
lina, the REA revealed last month. 

The agreements reached between the co- 
Operatives and the power companies en- 
abled REA Administrator John M. Carmody 
to rescind a $123,000 allotment for a codper- 
ative in Franklin county, North Carolina, 
where the Carolina Power and Light Com- 
pany agreed to “give services under terms 
similar to those offered by the codperative.” 
As a result, the Carolina Company will build 
123 miles of rural line to serve 550 farms. The 
‘Carolina Power and Light Company is a sub- 
sidiary of the Electric Bond and Share Com- 
pany. 

Carmody also announced that the Rock 
County Electric Codperative of Jamesville, 
Wis., had reached an agreement with local 
power companies for power at “reasonable 
wholesale rates.” Carmody rescinded a $40,- 
000 allotment to the codperative for building 
a generating plant. The codperative is build- 
ing more than 400 miles of rural distributing 
lines for which the Federal Rural Electrifica- 
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tion Administration made a $43,000 allotment. 

REA only a short time ago adopted the 
policy of making loans to codperatives for 
generating plants after former Administrator 
Morris L. Cooke had declared the wholesale 


> 
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rates offered by utility companies were too 
high. REA officials have stated that one cent 
per kilowatt hour is regarded by the adminis- 
tration as “reasonable” wholesale rate for co- 
Operatives, it was said. 


Alabama 


Gets Rural Funds 


Tt? Rural Electrification Administration 
at Washington on March 10th allotted 
$200,000 to the Baldwin County Electric Mem- 
bership Corporation of Bay Minette. REA 
officials said the allotment provided for 211 
miles of rural line to serve nearly 700 cus- 
tomers in Baldwin and Monroe counties. 
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They said the Fairhope municipal plant 
probably would supply the power. 


Approves Plant Sale 


HE state public service commission on 

March 12th approved the sale of the 
Alabama Power Company’s distribution plant 
at Tuscumbia to that city for $106,500. 


Arizona 


Oppose Power Offer 


N offer to Arizona of 118,000 horsepower 
A of electrical energy at cost of production 
at Boulder dam may go begging as a result of 
opposition to terms of the gift, it was fore- 
seen last month. While 5,000 Arizonans re- 
portedly have enrolled in a drive to bring the 
power to central and southern state markets, 
others have denounced the plan as impracti- 
cal, and have urged that the state reject the 
offer. 

Revival of the long-smouldering dispute 
with sister states of the Colorado river basin, 
and with the U. S. Department of Reclama- 
tion, was reported to be behind much of the 
opposition to the power plans. Additionally, 
the Salt River Valley Water Users, largest 
producers of power in the state, declared that 
markets did not justify construction of the 
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long transmission lines from the dam. Their 
opposition was reported to be based appar- 
ently on fear that power markets would be 
demoralized, and central Arizona irrigation 
projects’ financial stability endangered. 

Two bills in the state legislature to authorize 
Boulder dam power surveys brought the fight 
into the open. Both measures were shunted 
into committees believed hostile. Opposition 
of Governor R. C. Stanford to “any Boulder 
dam power plan tied to the compact” seemed 
further to lessen the chance of Arizona’s ac- 
cepting the Boulder dam power. 

The power could be obtained only through 
contracts with the Secretary of Interior, it 
was said, whose authority is based upon the 
Boulder canyon project act, which in turn 
provides Arizona must accept the Santa Fe 
compact water division before it can get bene- 
fits under the dam. 


Arkansas 


Plan Deposit Refund 


fee” thirty representatives of Arkansas 
utility firms attended a conference early 
last month at the offices of the state utilities 
commission to discuss a proposal that utility 
firms permit customers with two years’ satis- 
factory credit rating to withdraw service de- 
posits. 

Under the plan suggested by the commis- 
sion, credit cards would be issued to custom- 
ers with satisfactory credit rating which would 
entitle them to service from other companies 
in the state without putting up a deposit if 
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they should move to another community. Most 
of the utility representatives expressed op- 
position to the plan, it was said, on the ground 
that the credit system would leave the utilities 
without protection in many cases where a 
customer might experience financial reverses 
after having maintained a good rating several 
years. 

Thomas Fitzhugh, chairman of the state 
commission, said after the conference that 
the question would be given further study and 
that additional conferences would be held be- 
fore definite action would be taken on the 
proposal 
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Representatives of electric companies and 
commission members also discussed at the 
conference a proposal to extend rural lines 
on an area basis, which would require a com- 
pany entering a rural territory to provide 
facilities to serve the less remunerative sec- 
tions of the area, as well as the more desirable 
sections. The group discussed the possibility 
of establishing a basic guaranteed return per 
mile of rural lines built, but no definite agree- 
ment was reached as to how the proposal could 
be put into operation. The commission indi- 
cated that the matter would be given con- 
sideration, 


Opposes Utility Bill 


WARNING that S. B. 327 (to amend the 
A general corporation act of Arkansas) 
“contains language which would place non- 
profit corporations formed to engage in rural 
electrification and the farmers of Arkansas 
under the complete domination of existing 
utilities,” was received by Governor Bailey 
last month from John M. Carmody of Wash- 
ington, Rural Electrification Administrator. 

In a long telegram to the governor, Mr. 
Carmody: said “passage of Senate Bill 327 will 
defeat the purpose of rural electrification in 
Arkansas.” The bill was recently passed by 
the Senate and the emergency clause was 
adopted. 

In addition to protesting against the bill, 
and arguing that its enactment would “strike 
a vital blow to rural electrification develop- 


ment in Arkansas,” Mr. Carmody said that an 
amendment to S. B. 342—the electric codper- 
ative corporation act, sponsored by the REA— 
which would require codperatives formed 
under the act to obtain permits from the state 
department of public utilities also was ob- 
jectionable to his administration. The amend- 
ment was adopted March Ist by the Senate. 
Mr. Carmody urged the governor to “use your 
good offices” to secure passage of H. B. 463, 
which was said to be identical to S. B. 342, 
without the amendment. House bill No. 463 
passed the Senate, 27 to 1, on March 10th. 

Thomas Fitzhugh, chairman of the state 
utilities commission, said that the proposed 
electric codperative corporation act, as em- 
bodied in S. B. No. 342 and H. B. No. 463 
(identical bills), was drawn up by attorneys 
of the Rural Electrification Administration, 
and was introduced with the endorsement of 
the state utilities commission. 


Announces Allotment 


HE Federal Rural Electrification Admin- 
istration on March 9th announced that 
$120,000 had been allotted for construction of 
a power plant and lines in Mississippi county. 
The project will serve 542 farm homes, the 
majority of them in the Dyess Colony, estab- 
lished by the Resettlement Administration. 
Estimates included $50,000 for construction of 
43 miles of rural lines, and $70,000 for a gen- 
erating plant. 


California 


Urges Public Ownership 


UBLIC ownership of water and power utili- 

ties was praised last month in a report 
of the special Senate Committee on Public 
Utilities. The report recommended state de- 
velopment of water and electrical energy re- 
sources and the issuance of revenue bonds to 
be used for financing the purchase of privately 
owned utilities. 

Committee members recommended against 
any plan, however, looking toward complete 
centralization of existing water and electric 
energy facilities where such a policy would 
interfere with existing publicly owned utili- 
ties. 

The report was signed by Senators Sea- 
well, Garrison, and Jespersen. 


Votes Down Power Plan 
| gene ($10,000) to finance an interim 


committee’s investigation of the politi-: 
cal activities and rate structures of privately 
owned utility companies was refused on March 
5th by the Assembly Public Utilities Com- 
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mittee. It turned down the resolution without 
a record vote. 

The resolution, introduced by Assemblyman 
Ellis E. Patterson, was designed to authorize 
an investigation which would obtain data to 
be used as basis for 1939 legislation aimed at 
state acquisition of all privately owned power 
generating and distributing facilities. 

Speaking against the measure, Thomas M. 
Carlson, attorney for the California State 
Water Authority, which has jurisdiction over 
plans for the Central valley water project, 
said he feared the resolution, if adopted, 
would make the Pacific Gas and Electric Com- 
pany antagonistic to the water project. Carl- 
son said that, after many years, codperation 
had been obtained with the large power com- 
panies and that the companies are now co- 
Operating with the authority. The authority, 
he said, did not want to put any obstacles in 
the way of completion of its project. 

Patterson insisted that private power com- 
panies still were a to defeat the com- 
= of the Central valley project.” Assem- 

lyman Ralph L. Welsh of Los Angeles made 
the motion to table the resolution. 
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Rejects Municipal Plan 


AN Francisco voters on March 9th re- 
s jected, by 77,614 to 65,688, a municipal 
ownership plan for purchasing electric dis- 
tribution facilities of the Pacific Gas & Elec- 
tric Company through issuing $50,000,000 in 
revenue bonds. Less than 50 per cent of those 
eligible voted, it was reported. 

Secretary Ickes has intimated that he will 
refer the matter to the Attorney General for 
court action. 

Eight U. S. Senators had signed a petition 
commanding the people of San Francisco to 
vote the bond issue. They were: Norris of 
Nebraska, La Follette of Wisconsin, Nye and 
Frazier of North Dakota, Lundeen of Min- 
nesota, Bone and Schwellenbach of Washing- 
ton, and Minton of Minnesota. 


Gas Rates Cut 


A SAVING of $1,000,000 annually to gas con- 
sumers of southern California was ef- 
fected early last month when the state rail- 
road commission announced a 15 per cent re- 
duction in gas rates to all users of products 
supplied by the Southern California Gas Com- 
pany and the Los Angeles Gas and Electric 
Corporation. 

The saving in Los Angeles alone would ex- 
ceed $500,000 a year, according to Wallace L. 
Ware, president of the state commission, who 
announced that the new basic rate would be 
effective April Ist. The reduction was recom- 
mended after the commission’s engineers and 
accountants had made an informal investiga- 
tion over a period of five months into earn- 
ings and operating costs of the two companies. 


This new reduction in gas costs, combined 
with the saving resulting from a reduction 
less than a year ago, represented a total sav- 
ing of $2,300,000 yearly to southern California 
gas consumers. 

Merger of the Los Angeles Gas and Electric 
Corporation and the Southern California Gas 
Company was anticipated, with possible fur- 
ther savings predicted for the near future. 
Both companies are subsidiaries of the Pacific 
Lighting Corporation. 


Approves Power Study 


HE State Water Project Authority on 

March 4th authorized a study to assure 
the use of Kennett power facilities for addi- 
tional electric demands in northern and cen- 
tral California. 

State Engineer Edward Hyatt was in- 
structed to conduct the study, in codperation 
with representatives of the Pacific and 
Electric Company, as a result of the company’s 
offer to take for delivery the power output of 
Kennett dam when that portion of the Central 
valley water project is completed. 


Accepts Post Again 


M ONTE Williams early last month was pre- 
vailed upon by the city council to re- 
sume his post as mayor of Tulare, succeed- 
ing Dr. Edgar L. Smith, acting mayor, who 
resigned. Smith was appointed mayor on Feb- 
ruary 26th, after Williams’ spectacular resig- 
nation as an aftermath to the city election 
when voters repudiated the city council’s plan 
to acquire the electric system for municipal 
operation. 


Florida 


Parleys Wait Appeal Move 


Caen looking toward settlement of 
controversies between the city of Miami 
and the Florida Power and Light Company 
were postponed recently until about May Ist, 
when the company will have perfected its 
appeal in the electric rate litigation, as the re- 
sult of a letter from President Bryan C. Hanks 
of the power company accepting the city’s 
offer to confer. 

President Hanks made it clear the com- 
pany would be glad to discuss all controver- 
sial issues, except the electric rate suit, in 
which the city recently won a Federal court 
decree. When he first broached the proposi- 
tion for conference table discussions, Hanks 
said his concern was willing to “take a lick- 
ing” if the city would agree to a postponement 
of signing of the final decree in the rate litiga- 
tion. It was considered unlikely now, however, 
that Hanks would be willing to consent to 
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agreement and amicable settlement of certain 
controversial issues, particularly those in- 
volving extension of service in either electric, 
gas, or water. 

One of the principal questions on which the 
city and gas company, subsidiary of the power 
company, are at odds is the matter of gas 
rates. 


Approves Franchise Delay 


B’ unanimous vote, Miami city commission 
on March 15th deferred until after the 
election in May placing before the people a 
proposal of the Miami Transit Company, seek- 
ing a 20-year franchise for operation of a uni- 
fied public transportation system. 

Commissioner R. R. Williams, who had 
brought in a proposed ordinance for anting 
of the franchise to the Miami Transit Com- 
pany, insisted it was the duty of the commis- 
sion to provide adequate transportation at a 
reasonable cost. 
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Illinois 


Gas Heating Rates Cut 


TT? North Shore Gas Company, serving 
37 suburban communities, including a 
large portion of the Chicago north shore, last 
month announced reductions in gas rates for 
water heating and house heating uses. Wil- 
liam A. Baehr, president of the company, said 
the reduction would affect the average house- 
holder whose monthly bills range from ap- 
proximately $8.59 to $58.84 on water and house 
heating. The reductions do not affect gas for 
cooking purposes. 

Under the new classification, rates for water 
heating were reduced about 8 per cent, while 
gas rates for house heating were reduced ap- 
proximately 14 per cent. 


Would Amend Utility Act 


A= introduced in the state legislature 
last month by Representative Petlak 
would provide that moneys deposited with, or 
collected by, public utilities for the purpose 
of guaranteeing payment for metered or 
measured service shall be set aside and used 
only for payment of bills improperly refused 
to be paid by the consumer. 

The bill further provides that such moneys 
shall be available for immediate distribution 
in case of financial difficulties of the utility. 
No utility shall use moneys for the purpose of 


coercing payment of disputed bills. All such 
moneys remaining unclaimed for five or more 
years after the amount has been settled or 
after service to the depositor has been dis- 
continued may be claimed by the state in an 
action against the utility and despositors and 
if awarded to the state shall be used for pay- 
ing old age assistance claims. The bill was re- 
ferred to the Public Utilities Committee. 

A subsequent bill introduced by Representa- 
tive Petlak provided that no public utility 
furnishing gas, electric light,. electric power, 
or telephone service shall impose upon its 
customers a ready to serve charge, meter 
charge, or meter rental charge, or any other 
charge except the charge imposed at its legal 
schedule of rates for service and commodity, 
and those charges commonly called custom- 
ers’ costs, or charges, including meter read- 
ing, meter inspection, billing, and bookkeep- 
ing shall be divided among all customers re- 
ceiving said service. 

The bill would make it the duty of all 
utilities to supply all instruments, equipment, 
and devices of whatsoever kind and character 
necessary and incidental to the ascertainment 
and measurement of the commodity furnished, 
and without charge or expense to its cus- 
tomers, except as such expense may be re- 
flected in its legal and fixed schedule of rates 
for the commodity actually furnished. The 
bill was referred to the utilities committee. 


Indiana 


Rebate Bill Advances 


ousE Bill 269, an amendment to the state 
public service act, passed the House 67 
to 8, and was reported to have reached second 


reading early last month in the Senate. It 
amends the utility law in such a manner as 
to make lowered utility rates effective from 
the date the complaint was filed rather than 
the date of the new schedules. 


Louisiana 


Phone Reduction Held Valid 


HE statewide telephone rate reduction 

order which was placed in effect by the 
state public service commission two years ago, 
and which was estimated to save subscribers 
$750,000 annually, was held valid by the state 
supreme court on March Ist. 

The opinion, which reversed District Judge 
W. Carruth Jones of Baton Rouge and directed 
that the order be made effective as of March 
2, 1935, was written by Associate Justice Fred 
M. Odom. The case previously had been be- 
fore the tribunal three times on technicalities 
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and injunction petitions involving procedure. 

The court asserted that a discrepancy of al- 
most $15,000,000 between sworn valuation of 
the Southern Bell Telephone and Telegraph 
Company’s property in the state, which was 
placed at $19,207,210 for taxation purposes, 
and the valuation made by its experts for rate- 
making purposes was too glaring to be over- 
looked. The court declared that it did not find 
that the commission “used unauthorized or un- 
fair methods in arriving at the present fair 
value of the company’s property or that it re- 
fused or failed to consider the testimony 
offered by it.” 
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Maine 


Fight Municipal Ownership 
Bill 

UBLIC utility corporations last month op- 
P posed before a legislative committee a bill 
permitting counties and municipalities of the 
state to acquire, own, and operate public 
utilities. Senator Edward J. Corrigan of 
Calais, sponsor of the bill, and Representative 
Roger G. Leonard of Hampden spoke for it. 
Opposing the bill were Edward F. Merrill, 
| for the Central Maine Power Company and 
the Cumberland County Power and Light 
Company; Henry Hart, for the Bangor and 
Aroostook Railroad, and William S. Linnell, 
for the Portland Gas Light Company. 


Senator Corrigan said the people “are de- 
manding cheap electricity,” and that experi- 
ence with private and government-owned 
plants “is that public plants sell electricity 
cheaper than private plants.” Representative 
Leonard charged that “rights and resources 
of the people have been given over to private 
companies and have been wrongfully used.” 
He contended opposition of public utility 
companies to public ownership bills was an 
“admission of guilt.” The constitutionality of 
the bill was questioned by the opposition and 
some members of the committee. 

Mr. Merrill said he questioned if there had 
been a public demand for the type of legisla- 
tion the bill would provide. He said all utili- 
ties are trying to lower rates. 


Massachusetts 


Negotiate Rate Cut 


| seen by the Fall River Electric Light 
Company to an annual voluntary reduc- 
tion of $115,000 in electric rates, effective 
April 1st, was announced March 11th, fol- 
lowing a 3-hour conference with local legisla- 
tors and municipal officials. A petition request- 
ing such a cut, filed with the state public utili- 
ties commission by residents of Fall River, 
was dropped as a result of the agreement. The 
new rates are effective in Somerset, Swansea, 
Dighton, Westport, and Fall River. 

Under the new rate domestic customers of 
the company will save $80,000 a year, while 
commercial consumers will receive a cut of 
$35,000 annually. According to terms of the 
agreement the new rate for domestic electric 
service calls for a charge of 6% cents per 
kilowatt hour for the first 15 kilowatt hours 
of electricity delivered each month, and a 
charge of 6 cents per kilowatt hour for the 
next 15 kilowatt hours. Charges above the 30 
kilowatt hour mark remained the same as in 
the old schedule: 5 cents per kilowatt hour 
for the next 50 kilowatts; 3 cents per kilowatt 


hour for the next 100, and 24 cents for all in 
excess. The $9 minimum rate still applies, it 
was said. 


Votes Rate Bill 


y a vote of 119 to 102, the House on March 
2nd substituted a bill of Representative 
Edward T. Brady of Somerville to provide 
that in all rate cases the burden of proof would 
be upon the gas and electric light companies. 
The measure was defeated in the House on 
March Ist, but the Somerville Representative 
secured reconsideration and then got a ma- 
jority in favor of his bill. Brady argued 
that the companies should be required to prove 
that their rates are just, instead of requiring 
the consumers to prove that they are not. 
He referred to the situation in his own city, 
where the consumers pay the Edison Com- 
pany 6% cents per kilowatt hour, buying 
directly from the company, while in - 
bridge, where electricity is bought by another 
company from the Edison and then sold to 
‘a consumers, the rate is 5 cents per kilowatt 
10ur. 


M ichigan 


Asks Natural Gas 


ery officials will actively codperate 
with the Michigan division of the Cities 
Alliance to obtain an adequate supply of 
natural gas for the Detroit and Pontiac dis- 
tricts and bring about reduced gas rates for 
all the communities affected, it was agreed at 
a city council hearing last month. The joint 
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effort will include an investigation into charges 
that Michigan’s natural gas development is 
being throttled by “a few dominant utility in- 
terests.” 

A meeting of the Michigan division of the 
alliance, comprising 28 communities in the 
Pontiac district, was scheduled to be held 
March 3lst at Lansing to urge the state to 
investigate these charges. Council President 
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John W. Smith and other Detroit officials were 
to attend. 

The coéperative plan, which was laid before 
the city council by W. P. Edmonson, city 
manager of Pontiac and chairman of the 
Michigan division of the alliance, contem- 
plates connecting the Pontiac district with the 
natural gas system now serving the Detroit 
area, Cities in the Pontiac district, including 
Birmingham, Royal Oak, Mt. Clemens, Ply- 
mouth, and Ferndale, now have only manufac- 
tured gas service and are paying much higher 
rates than Detroit, Edmonson told the council. 
Rates in Flint and Pontiac are 85 per cent 
higher than Detroit’s promotional rates, while 
Ypsilanti’s rates are 116 per cent higher, he 
said. These excessive rates, he stated, are 
placing a handicap on industrial development. 

Detroit was recently asked to contribute $2,- 
000 toward a $15,000 fund being raised by the 


Cities Alliance for the campaign to bring addi- 
tional natural gas from Texas to Midwestern 
cities, 


Reports Power Bills 


Tz House Public Utilities Committee on 
March 3rd reported two bills providing 
for formation of metropolitan power and 
light districts, and financing of power plant 
construction. Representative M. O. Clines 
(D.) of Ludington, committee chairman and 
sponsor of the bills, said Mason county hoped 
to form a district to erect a power plant on 
the Pere Marquette river to serve local com- 
munities. 

The bills would amend the 1929 act pro- 
viding for formation of districts to construct 
sewage disposal systems and install water 
systems in contiguous communities, 


> 


Minnesota 


Natural Gas Tax Assailed 


Cortes of Representative White’s bill 
imposing a 2-cent tax per one thousand 
cubic feet of natural gas, at a public hearing 
held last month by the House Tax Committee, 
said that home owners and small consumers 
would be affected by the proposed tax. 

Another bill introduced by Representative 
Eastvold would tax gas companies on a gross 
earnings basis. Eastvold said he favored a tax 
on natural gas but merely wanted to arrive at 
the most effective method of imposing the 
tax. 

Representative White, author of the bill 
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imposing the 2-cent tax, said that “at present 
there is no regulation over natural gas. Rates 
in one place vary from those in another. This 
bill also would place regulation of natural gas 
under the railroad and warehouse commis- 
sion,” 

B. E. Hughes, member of the Austin water 
and light board, opposing the measure, stated 
that fewer than one-third of the users of 
natural gas in Minnesota would be affected 
by the tax because the large users receive it 
direct from its out-of-state sources. He said 
they would be exempt because the gas flowing 
directly to them is in interstate commerce, not 
taxable by the states. 


Montana 


Agrees to Amendments 


HE House last month agreed to Senate 
amendments to H. B. 159, fixing the rate 
of taxation on producers of electricity at one 


* 


per cent of the gross income. The House had 
asked for 2 per cent. The telephone gross re- 
ceipts tax will be 12 per cent, instead of 2 per 
cent as asked by the House. The latter meas- 
ure was signed by the governor on March 12th. 


Nebraska 


Fight Electric Bills 


MAHA electrical, hardware, and plumb- 

ing dealers recently criticized sections of 
proposed state legislation affecting codperative 
rural electrification associations in Nebraska. 
A provision of bill 252 would authorize the 
coéperatives to “assist in the —— of the 
premises ... or the acquisition, supply, or in- 
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stallation of electrical or plumbing appliances 
or equipment.” 

It was reported that some Nebraska dealers 
complained that their busiess already has been 
impaired because farmers who had intended 
to improve farms this spring are holding off 
in the expectation that, if a codperative asso- 
ciation in their neighborhood gets a Federal 
loan, the job will be done “at wholesale prices.” 
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The dealers also objected to bill 522, giving 
existing public districts authority “to buy, 


sell, install, and repair electrical and plumb- 
ing appliances.” 


New Jersey 


Endorse Transit Plan 


HILE some objections were raised as the 

comprehensive rapid transit plan link- 
ing communities of northern New Jersey with 
mid-town Manhattan and Staten Island was 
brought before the state legislature early last 
month, all concerned agreed that the plan was 
a definite step toward much needed transit 
unity. The legislature took no action on the 
measure at the time, but it was indicated that 
it would be referred to a special joint com- 
mittee of the Senate and Assembly for study. 


Few of the members of the legislature were 
familiar with the details of the plan, as was 
also the case with the State Planning Board, 
which received it March Ist. Pending further 
study, there was no comment from Governor 
Hoffman. 

Mayor Meyer C. Ellenstein of Newark en- 
dorsed the proposal whole-heartedly and held 
that each of its seven points was essential. He 
was confident that the plan would have the 
support of the governor and members of the 
legislature. 


New York 


Clash over Bill 


T= Burchill bill which would give the 
state public service commission authority 
to order municipal utility systems to limit rates 
to cost of service was debated sharply on 
March 8th at a public hearing before the Sen- 
ate Public Service Committee. 

Spokesmen for several municipalities which 
operate plants opposed the measure as “vastly 
unfair.” Milo R. Maltbie, chairman of the pub- 
lic service commission, defended the bill, 
which carries out a recommendation of Gov- 
ernor Lehman. Chairman Maltbie declared 
that if the municipalities don’t think the bill 
is fair, “it is up to them to make some sug- 
gestion as to what a fair rate should be.” 

Advocates of the bill contended that munici- 
palities with utility systems have been mak- 
ing profits on service which have gone into 
the general funds to be used for tax reduc- 
tions. 

Paul Shipman Andrews, counsel for the 
Municipal Electric Utilities Association, made 
up of 52 municipalities, told the committee 
that the bill would “kill municipal utilities in 
New York state.” Each municipality, he said, 
should retain the right to determine what 
profit should be made. He said the bill would 
tend to cut down and prevent extension of 
lines in rural communities of the state. 

Mr. Andrews asserted that municipal plants 
had substantially lower rates than privately 
owned systems and yet cut taxes by use of 
profits, adding that 65 per cent of the utility 
ratepayers were taxpayers. 

Urging favorable action, Chairman Malt- 
bie insisted that some municipal systems built 
up unreasonable surpulses through the rates 
charged to consumers. Often, he declared, “no 


one except those on the inside knew what the 
money that went into the general fund was 
used for.” 


Gas Rates Filed 


R= gas rates, which will save about 
$630,000 a year for consumers in Man- 
hattan, the Bronx, and part of Queens, were 
filed with the state public service commission 
on March 4th by the Consolidated Edison 
Company of New York. The new rates be- 
came effective March 11th. The principal re- 
ductions were applicable to gas used for space 
heating purposes. Similar reductions in rates 
for this type of service, effective March 13th, 
were recently established in territory served 
by the Westchester Lighting Company, a Con- 
solidated subsidiary. 

Reductions in the space heating rates were 
made by unifying Consolidated rates into a 
single schedule and placing the rates of affili- 
ated companies on the same basis. The revi- 
sions constituted the first step in a program 
designed to spread through the entire year the 
rates now applicable in June, July, August, 
and September. 

The new Consolidated schedule contains 
two rates—one for residential and one for 
nonresidential use. The schedules of the other 
companies contain a single rate, applicable to 
both types of use. 

Under the new Consolidated schedule the 
minimum charge of $80 a year was reduced to 
$64. The rate block providing that after 9,000 
cubic feet have been used the next 6,000 cubic 
feet would be charged for at 6 cents a hun- 
dred cubic feet was eliminated. After March 
11th, all gas used in excess of 9,000 cubic feet 
will cost 5 cents a hundred cubic feet. 
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Oppose Appliance Bill 


PUBLIC hearing before the Assembly Pub- 

lic Service Committee on the Turshen 
bill, which would bar the manufacture or 
sale of household appliances by gas and elec- 
tric companies, was held on March 10th at 
Albany. 

Colonel Charles Blakeslee, former counsel 
for the state public service commission, rep- 
resented the Long Island Lighting Company 
and other utilities in opposing the measure. 
He contended that the utility companies gave 
the public a wider selection of household ap- 
pliances on better terms than could be obtained 
otherwise. 

George A. Hughes, an appliance manufac- 
turer, maintained that the promotion of ap- 
pliances by the utility companies aided the 
consumer and also the independent dealer. 


State Plans Suit 


T= constitutionality of legislative acts 
which provide for the diversion of water 
of the Niagara river by the Niagara Falls 
Power Company is to be tested in the courts, 
following a formal notice from the state 


Water Power and Control Commission to the 
power company to “desist from taking, divert- 
ing, drawing, or making use of for power or 
other commercial or manufacturing purposes 
15,100 cubic feet per second of Niagara River 
Water.” 

This action was taken, Lithgow Osborne, 
chairman of the commission, said in a pre- 
pared statement, so that the courts finally 
could determine the constitutionality of the 
power company’s taking the water without 
compensation to the state and also determine 
the rights of both the company and the state. 

Mr. Osborne said the statement by Colonel 
Kelly, vice president of the Niagara Falls 
Power Company, that the commission’s action 
would close plants and cause unemployment, 
“is quite fantastic.” He said at most the power 
company would be required to pay the state 
some “equitable rental” for the water it uses. 
The Niagara Falls Power Company now di- 
verts 20,000 cubic feet a second of Niagara 
river water for generating electric current, 
and pays the state through the Water Power 
and Control Commission a rental only for 
4,900 cubic feet per second, claiming that un- 
der legislative acts it has the right to divert 
15,100 cubic feet. 


North Carolina 


House Passes ‘“‘Ickes” Bills 


TS seven so-called “Ickes bills” introduced 
by Finance Chairman Victor Bryant were 
all passed by the House recently, but not until 
a long fight was waged on a committee amend- 
ment which would require municipalities ex- 
tending their lines into territory outside of 
their limits already “adequately” served to 
secure from the state utilities commission a 
certificate of convenience and necessity. 
After the committee amendment had been 
adopted in a perfunctory session, Representa- 
tive Brooks took the floor and intimated the 
provision had been placed in the bill at the 
instigation of various power companies, “This 


is an attempt to revive,” he said, a bill re- 
quiring power companies, rural codperatives, 
and municipalities to secure a certificate of 
convenience and necessity “which has been 
threshed out by the utilities committee and 
put to sleep.” 

Representative Pickens sent forward an 
amendment striking out all of the committee 
amendments and making the measure 
ceptable to PWA authorities.” He said with 
these amendments building with PWA funds 
would be seriously impaired. 

The committee amendments were killed by 
a voice vote and then the bill was passed by 
by + on on second reading by a vote of 

to 1. 


Ohio 


Delay in Case Refused 


HE United States Supreme Court on 

March Ist refused to delay arguments in 
the Ohio Bell Telephone Company refund 
case, set for hearing April 5th. Attorney 
General Herbert S. Duffy of Ohio had asked 
for a continuance until the latter part of April 
on the ground that more time was needed to 
prepare the state’s arguments. After a con- 
ference with Chief Justice Hughes, Duffy 
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said the court considered that the public in- 
terest demanded speedy disposition of the 
case, 


Company Rejects Rate 


fr. ordinance adopted by the Nelsonville city 
council, continuing the present gas rates 


for the next four af was rejected last 


month by the Ohio Fuel 


r ] ( as Company, which 
is seeking an increase. 
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The company submitted a “compromise 
rate,” with the warning that if it was not ac- 
cepted the case would be taken to the state 
public utilities commission, where the com- 
pany said a higher rate would be established, 
it was reported. 


Asks Alteration in Law 


OLUMBUS councilmen agreed last month to 
S memorialize the state legislature to amend 
the state utilities law, so as to give local com- 
munities and courts exclusive jurisdiction in 
gas rate Cases. 


Request that this be done came from the 
Assembly of Northern Ohio communities, 
which adopted a resolution to this effect at 
a recent meeting in Akron. 


REA Loan Granted 


4 Rural Electrification Administration 
on March 3rd announced a loan of $378,- 
200 to the Intercounty Rural Electric Codpera- 
tive, Inc., of Hillsboro, Ohio, for construc- 
tion of 310 miles of lines to serve customers 
in Highland, Clinton, Ross, Fayette, and 
Adams counties. 


Pennsylvania 


Passes Municipal Ownership 
Bills 


To measures permitting municipal own- 
ership and operation of a trolley system 
in greater Pittsburgh on March 11th received 
approval of the state House. By a vote of 
190 to 15, the House approved the bill of As- 
semblyman Adam Gorski, (D.) of Erie, per- 
mitting any city, except Philadelphia, to con- 
struct or acquire waterworks, subways, un- 
derground or street railways. 

On the same day the House approved, 148 
to 46, the Rothenberger bill permitting any 
local subdivision to “acquire, construct, re- 
construct, improve, better, and extend” va- 
rious revenue- -producing projects, including 

“transit facilities.” 

Both the Gorski and Rothenberger bills au- 
thorize municipalities to operate railways both 
within and without their territorial bounda- 
ries. The Gorski bill, however, does not per- 
mit bus line operations. Both permit competi- 
tive operations, which would empower estab- 
lishment of a duplicating transportation sys- 
tem in Pittsburgh paralleling the Pittsburgh 
Railways Company, with which the city is at- 
tempting to negotiate a new agreement involv- 
ing financial reorganization to wipe out its 
underliers, 

The Gorski bill lodges all jurisdiction for 
management and control, including the fixing 
of rates, with the city by specifically exempt- 
ing the state public service commission from 
all jurisdiction over the system. 


Ripper Bill Still Pending 


ter Earle’s bill to supplant the pres- 
ent public service commission of Penn- 
sylvania with a new commission of his own 
choosing having passed the House was 
snagged in the state Senate by the effective 
time limit—March 15th—incorporated in the 
original text of the bill. 

The bill came on for hearing, however, un- 
der an amended effective date in the state Sen- 
ate, March 17th, and it was expected that fol- 
lowing hearings in which the present public 
service commission of Pennsylvania would 
participate, the bill would be reported favor- 


ably. 
Would Limit Salaries 


BILL based on the belief that if the state 

can regulate the financial return of a 
public utility it can fix the maximum salary 
of executive officers of utilities made its ap- 
pearance in the House on March 3rd. It was 
presented by Representatives J. E. McElroy 
and F. J. Falkenstein, of Philadelphia. 

It would fix the maximum salary of an 
executive at $18,000, the salary paid Governor 
Earle, and would make it unlawful for any 
utility to pay an executive more than that sum 
after next January Ist. 

The bill also would prohibit utilities mak- 
ing any expenditures for advertising that is 
untrue. The penalty for violation would be 
sixty days to one year in prison, and no fine 
could be imposed in lieu of the sentence. 


South Carolina 


Approves Grant 


Sposa Ickes approved a $150,000 requi- 
sition by Greenwood county for prelimi- 
nary work on its $2,500,000 public power proj- 
ect at Buzzards Roost, held up for more than 
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two years by litigation instituted by the Duke 
Power Company. PWA officials said recent 
modification of an injunction permitted the 
grant. 

They said that in the event of final court 
ruling against the project, the $150,000 will 
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stand only as a claim against the county. If 
the project goes through the money will be 
included in the total allotment. 

The PWA granted Greenwood county $20,- 
000 before courts blocked the project. The 
county proposed to build a power plant on the 
Saluda river. State courts have upheld con- 


stitutionality of enabling legislation. The Duke 
Power Company went into Federal courts, 
challenging validity of PWA activities. The 
Supreme Court refused to pass on the 
holding it had not been properly handled in 
lower courts. The litigation now is pending 
in the Federal district court. 


West Virginia 


Announces Phone Rate 
Reduction 


Te state public service commission on 
March 5th announced that the Chesapeake 
and Potomac Telephone Company of West 
Virginia had agreed to the commission’s re- 
quirement that, effective April Ist, it file new 
tariffs stating rate reductions totaling approx- 
imately $233,000 annually. 

These tariffs would eliminate the 15-cent 
monthly charge for handset telephones for 
all subscribers who have paid the charge for 
eighteen months, and as rapidly thereafter as 
a subseriber reaches the end of the 18-month 
period the charge for such subscriber would 


cease. Effective January 1, 1938, the charge 
will automatically be eliminated to all sub- 
scribers on that date and those thereafter 
desiring handset type telephones. 

The tariffs also provided for a reduction 
in the company’s intrastate toll rates and sev- 
eral miscellaneous charges. The reductions 
effective April 1st, together with reductions 
that have been ordered since the commission 
initiated its investigation now in progress of 
the rates, tolls, and charges of the telephone 
company in the fall of 1935, result in a saving 
to the users of the company’s service in this 
state of $368,000 a year. This saving is ap- 
plicable to the company’s West Virginia busi- 
ness only and does not include toll rate re- 
ductions made to points outside the state. 


Wisconsin 


OK Utility Measures 


B* a vote of 56 to 35, the state Assembly on 
March 10th engrossed a bill permitting 
municipalities to construct public utilities 
without obtaining from the public service com- 
mission a certificate of necessity and con- 
venience. 

A motion by Assemblyman Paul Alfonsi to 
suspend the rules and vote on final passage 
was objected to by Assemblyman Milton 
Murray. It failed to receive the required two- 
thirds vote, the vote being 52 ayes and 40 
noes, 

Assemblyman Elmer Genzmer, speaking 
against the bill, said “I am afraid municipali- 
ties will set up competing lines with prvate 
utilities at an expense to the taxpayer with- 
out consulting taxpayers.” Charging that 
utilities had flooded Milwaukee in the past 
with money to defeat measures opposed to 
their interests, Assemblyman Andrew Bie- 
miller reassured Genzmer “that he doesn’t 
need to worry about referendums. The utili- 
ties will take care of themselves.” 

The Assembly on March 12th passed two 
bills fathered by H. S. Halvorsen affecting 
public utilities in Wisconsin. One of the pro- 
posals required utilities to bear costs of in- 
vestigation and appraisal by the state public 
service commission in connection with acqui- 
sition proceedings launched by a municipality. 


The other measure provided that orders of 
the commission affecting utility rates would 
become retroactive to thirty days after first 
proceedings had been begun by the public 
service commission, 

Charles B. Perry, a supporter of the pro- 
posal, contended the bill would remedy al- 
leged injustices caused by long delays. 


La Follette OK’s REA Bill 


Crs La Follette on March 9th signed 
the bill intended to protect rural elec- 
trification codperatives from interference or 
competition by private utilities, passed by both 
branches of the legislature by an overwhelm- 
ing majority. Two opposition amendments 
were killed, and the measure was passed in 
the form desired by its sponsors. 

The bill forbids private utilities from ex- 
tending or constructing (for a stated period) 
lines in territory which a rural power co- 
Operative proposes to electrify. If an incor- 
porated codperative files with the state public 
service commission a map of its territory, to- 
gether with a statement showing that a ma- 
jority of prospective customers in the area is 
included in the project, private companies are 
enjoined from construction for six months. 
If the codperative secures a Federal allot- 
ment, private competition is prohibited for 
twelve months. 
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California Adopts Federal Accounting System 
with Modifications 


Ta uniform system of accounts for 
telephone companies prescribed by 
the Federal Communications Commis- 
sion was adopted by the California com- 
mission for all telephone companies in 
the state having annual operating reve- 
nues of $50,000 or more. The commis- 
sion, however, made modifications : 


We think it is desirable that the general 
scheme of accounts prescribed by us 
should be the same as that of the Federal 
Communications Commission. Some tele- 
phone companies which are under our juris- 
diction operate properties situate wholly in 
California, while others operate properties 
situate partly in California and partly in 
other states. For us to set up balance sheet 
accounts, plant accounts, income accounts, 
surplus accounts, revenue accounts and op- 
erating expense accounts different in num- 
ber, title, and text, from those of the Federal 
Communications Commission would only 
lead to confusion and perhaps unwarranted 
expense. But it does not necessarily follow 
that we subscribe to all the definitions 
and instructions contained in the proposed 
system of accounts. We will adopt the 
said system of accounts subject to the 
modifications presently stated. 


The commission did not think it neces- 


sary that a system of accounts prescribe 
the method that should be used to cal- 
culate the allowance for depreciation in- 
cluded in operating expenses. It there- 
fore did not require telephone companies 
to calculate depreciation on a straight- 
line basis. The commission was also of 
the opinion that a telephone company, if 
it desires to do so, should be permitted to 
write off discount on stock by charges 
to its surplus. Moreover, telephone com- 
panies were not required to undertake 
the preparation of a continuing or per- 
petual detailed record of telephone plant. 

To avoid delay in closing books the 
commission believed that an instruction 
of the proposed system of accounts 
should be modified to allow the computa- 
tion of the monthly depreciation charges 
to be made on the basis of the balance in 
the plant accounts as of the first of the 
current month rather than on an average 
of the balance on the first and last of the 
current month in each plant account. Re 
Uniform System of Accounts for Tele- 
phone Companies (Decision No. 29401, 
Case No. 4082). 


Missouri Commission Passes on Valuation Questions 


tS Missouri commission, in fixing 
the value of electric utility property, 
excluded from original cost the expense 
incurred in selling preferred stock, ex- 
pense incurred for watchmen’s salaries 
and other incidental charges when work 
was suspended on construction because 
of lack of funds, the estimated salvage 
value of surplus construction equipment 
and miscellaneous supplies remaining 
from the construction of a hydro plant, 
and cost incurred in obtaining a contract 
for supplying electricity. 
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The commission was of the opinion 
that no allowance should be made for the 
financing expense, although it might be 
considered in fixing the return. Ex- 
penses resulting from inability to obtain 
funds were declared to be no part of con- 
struction cost. 

The commission was of the opinion 
that the company was entitled to have 
included as part of original cost an ap- 
preciable sum for the cost of promotion, 
organization, and consolidation, but this 
item, it was said, has the same relation to 
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original cost that going concern value 
has to reproduction cost. It represents 
the cost of bringing the company to its 
present status. No separate allowance 
need be made for either this or going 
value. 

An assumption that the company in 
reproducing the property would find it 
necessary to use all union labor, or that it 
would be possible to construct the prop- 
erty with nonunion labor, was disap- 
proved where the companies had in the 
past constructed parts of the property 
with union labor and parts with nonunion 
labor, the construction going on simul- 
taneously. 

An employees’ club and a hospital, ex- 
cluded by the commission engineers as 
recreational facilities for employees of 
the company, were reinstated by the com- 
mission. It was said that the extent of 
the activities which a utility company 
may carfy on to improve the efficiency 
and promote the welfare of employees 
is entirely managerial, although the 
amounts which the commission will per- 
mit a company to charge against operat- 
ing expenses is within the commission’s 
discretion. Expenditures in this case 
were not considered unreasonable. 

Since the commission in determining 
fair value gave major consideration to 
original cost and made no deduction for 


accrued depreciation, it was of the opin- 
ion that the sinking-fund method was the 
proper one to use in the determination of 
the annual depreciation requirements. 

Expense claims for dues, donations, 
and memberships were eliminated with 
the statement that the benefits inuring to 
the stockholders far outweighed those 
inuring to the consumers. 

An expense claim for public owner- 
ship advertising was also eliminated. The 
commission said there was no proof of 
any disadvantage to the consumers if the 
utilities serving these consumers were 
publicly owned rather than privately 
owned. The purpose of the advertising 
was primarily to protect the investors, 
and, therefore, should be borne by the 
investors. 

Although the commission fixed the 
value of the property and also fixed de- 
preciation rates, the utility’s charges 
were found to produce an inadequate re- 
turn, and no specific return allowance 
was passed upon. Two commissioners, 
in a dissenting opinion, expressed the 
opinion that the finding of fair value 
could be treated and classified only as 
a nugatory act as there was nothing to 
warrant the commission in determining 
the case to make a finding of fair value. 
Re Union Electric Light.and Power Co. 
et al. (Case Nos. 5905, 7593). 


7 


Federal Court Sustains Ordinance Rates 
for Natural Gas 


FEDERAL district court upheld nat- 
ural gas rates fixed by the city of 
Texarkana for the Arkansas-Louisiana 
Gas Company after hearings before the 
city council and findings of fact by that 
body. The court said that findings by the 
council, in the very nature of such cases, 
have an evidential value in determining 
whether or not the city council, as triers 
of fact, acted unreasonably and arbitra- 
rily, although in fixing the standard of 
their evidential value consideration must 
be given to their experience or lack of 
experience as triers of fact in such cases. 
A master who had heard the case in 
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the Federal court was criticized by the 
district judge for setting up a schedule 
of what he considered reasonable rates to 
be charged by the distributing company 
in selling its gas and then invoking a 
comparison between the results and the 
city rates to determine whether or not the 
latter were confiscatory. This method, 
it was said, means the substitution of the 
court’s judgment for that of the rate- 
making body, and the court is not to set 
up a reasonable rate but is to pass upon 
whether the rate ordained by the city 
council is so unreasonably low as to 
amount to confiscation. The court con- 
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tinued, with the following statement: 


A rate, from a legislative standpoint, 
may be unreasonably low, and yet be a 
reasonable rate from a judicial viewpoint. 
The authorities seem to recognize a marked 
distinction between a rate which is not 
confiscatory in its character and a rate 
which is fair from an economical and com- 
mercial sense. Under these authorities a rate 
of return may be all-sufficient to meet the 
demands of the Fourteenth Amendment of 
the Constitution of the United States and 
at the same time fail to encourage and 
justify the operation of a utility business 
with that degree of service to which the 
public is entitled. The first is a judicial 
question, while the second is essentially 
legislative. 


The court disallowed as operating ex- 
pense an item referred to as “em- 
ployees’ subscription plan bonus” where 
the record was indefinite with respect to 
the use and benefit of this item. It also 
held that the master had fallen into the 
error of reversing the order as to the 


burden of proof concerning a manage- 
ment fee paid to an affiliated company, 
where the master had stated that “no par- 
ticular effort is made to show that the 
prices charged for this service are exor- 
bitant or that plaintiff does not receive 
value for this payment.” The court was 
of the opinion that the burden rested 
heavily upon the utility company to show 
that the service was of value to the com- 
pany and not in the nature of extra or 
additional dividends arising out of the 
intercorporate relations. 

Allowances were made for depletion 
and depreciation and for the amortiza- 
tion of the cost of developing leases, 
abandoned leases, producing leases, drill- 
ing dry holes, and of geological and 
scouting activities. Rentals which had 
been delayed, however, were disallowed 
by the court as an expense. Arkansas- 
Louisiana Gas Co. v. Texarkana et al. 
17 F. Supp. 447. 


e 


Decision on Rear Lot Line Extension Is 


Upheld by Court 


‘ta superior court of Pennsylvania 
sustained a decision by the Pennsyl- 
vania commission relating to the terms 
upon which an electric utility company 
should extend service from the rear to a 
row of houses in the city of Philadelphia. 
Objections to a right-of-way agreement, 
required as a condition of extending 
service, were overruled. 

A contention that under the form of 
right-of-way agreement approved by the 
commission the utility would have an un- 
limited right to erect on the customer’s 
premises any and all kinds of poles, 
wires, transformers, and other appurte- 
nances, without regard for danger to the 
person or property of the occupants of 
the dwellings, and subject only to the 
electric company’s judgment, was held 
to be without merit. The right-of-way 
agreement approved by the commission 
contemplated the granting of a right of 
way for “distribution purposes,” and it 
did not contemplate a right of way for 
“transmission purposes.” The agreement 
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being restricted in its operation to dis- 
tribution purposes, the utility could not 
utilize the right of way to carry high 
voltage wires. Moreover, it was pointed 
out, this matter would at all times be 
under the control and regulation of the 
commission. 

Failure of the commission to limit the 
term of the utility’s form of right-of- 
way agreement to a “reasonable period” 
was not considered by the court to be a 
valid objection. The court said: 


It is manifestly impossible for the inter- 
vening appellee to adequately serve the 
public if its right of way for construction 
of its facilities may suddenly expire after 
the lapse of a few years. A utility is 
bound and required to furnish and to con- 
tinue to furnish, adequate and proper serv- 
ice to the public at all times. ere could 
be no continuity of service if the utility at 
some time in the future found itself with- 
out rights of way over which it could 
serve the public and in the position of a 
trespasser on private property, due to the 
expiration of rights of way previously 
granted to it. It is within the domain of 


APR. 1, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


the commission to decide whether or not 
the appellant should be served from the 
front or from the rear of his premises, 
and if from the rear, subject to such 
reasonable conditions as the circumstances 
require. 


The customer insisted that since the 
houses fronted on a public street, the 
commission could have ordered installa- 
tion of underground service to the front 


of the premises, but the customer would 
not pay for such underground construc- 
tion. The court held that to permit the 
customer to receive such underground 
service at no cost to him while other pa- 
trons, under the rules of the commission, 
paid for underground construction 
would be discriminatory. Kiely v. Public 
Service Commission of Pennsylvania et 
al. 


e 


Sale of Stock by Utility to Parent Corporation 
Is Approved 


HE Pennsylvania Gas and Electric 

Company, which has a large part of 
its capital funds invested in securities of 
affiliated companies, was authorized by 
the Pennsylvania commission to sell to 
its holding company, the Pennsylvania 
Gas and Electric Corporation, 13,160 
shares of $7 cumulative preferred stock 
of North Penn Gas Company. The pur- 
pose of the sale was to obtain funds to 
retire bonds of the operating utility, 
bearing 6 per cent interest, but costing 
about 7 per cent because of assumption 
of tax burdens by the utility. 

The commission referred to the fact 
that a considerable part of the utility’s 
investment was in nonadjacent com- 
panies which did not serve gas in terri- 
tory sufficiently close to that of the utility 
to make practicable their operation as a 


part of the utility’s gas system. One of 
the companies in which the utility had a 
major investment was a Virginia public 
service company. The commission said: 


The commission is of the opinion that the 
funds obtained by public service companies 
from the issuance of securities should be 
used in a manner related to the rendition 
of public service by the issuers. The appli- 
cation before us is a step in that direction. 
If the proposed sale were not permitted, 
a would continue to hold its North 

Penn Gas Company investment, and would 
Ce continue its present capital set-up 

refunding the debentures, when they ma- 
ture in 1940, through the issuance of new 
securities. On the other hand, by obtaining 
our consent, petitioner will be enabled to 
reduce both its “unrelated” investments and 
its own securities outstanding against them. 


Re Pennsylvania Gas and Electric Co. 
(Application Docket No. 35151). 


e 


Company Extension Not Allowed in 
Coéperative Territory 


HEN the rendering of public utility 

service by an electric company to a 
group of persons in rural territory may 
interfere with or delay another and 
larger group from getting service from 
a cooperative association, even though 
the association is not a public utility, the 
Wisconsin commission declares that it 
must deny authority for the construction 
of facilities beyond probable future re- 
quirements, which may result in in- 
creased cost of service without a com- 
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mensurate in the value or quantity of the 
additional service provided. On such 
grounds the commission reaffirmed an 
order denying authority to construct a 
rural extension over the objections of 
members of a codperative association. 
The company could not make the ex- 
tension within the limits of its own stand- 
ard extension rules, which permit an in- 
vestment of $400 per customer per mile 
of line without customer contributions. 
No evidence was presented by the com- 
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pany that any potential customer had 
agreed or stood willing to contribute to 
the cost of the line so that an investment 
of more than $400 might be made under 
the company’s rules. Counsel for the 
company asserted that the use made by 
the commission of the company’s rule of 
$400 investment per customer was un- 
warranted ; that the statute did not au- 
thorize the commission to prevent rural 
extensions because of the existence of 
this rule. The commission replied : 

We can only state that, in the absence of 
testimony that customer contributions can 
be secured, the commission must use the 
$400 provision in cases involving Wiscon- 
sin Power and Light Company extensions 
as a convenient rule of thumb for determi- 
nation under § 196.49 of the question 
whether excess facilities may result from 
construction for which authority is sought. 


In answer to a contention that persons 
seeking company service were entitled to 
receive it, the commission said that these 
persons are entitled to public utility serv- 
ice only under circumstances and condi- 
tions that will protect company investors 
and other customers, present or future, 
from having to defray part of the cost of 
serving them. This was said to be the in- 


tention of the statutes and also the pur- 
pose of the company’s extension rules. 

The commission also held that it had 
ample authority to consider the presence 
of electric facilities, planned or actual, 
other than those of a public utility in 
authorizing or denying a public utility 
extension without drawing any compari- 
son between such facilities and those to 
be provided by the public utility. If a 
group of persons should elect to be served 
with nonpublic utility electric service, 
such election was said to be their right. 
A person is not obligated to take service 
from a public utility alone, nor has a 
public utility exclusive rights to serve in 
a town in Wisconsin. 

In considering the presence of alter- 
native facilities, the commission did not 
give the codperative organization the 
standing of a public utility as asserted by 
counsel for the utility, but merely recog- 
nized the codperative as a means through 
which persons, banded together to con- 
struct their own electric facilities, became 
articulate in their opposition to an ex- 
tension of electric facilities in a given 
area. Re Wisconsin Power and Light 
Co. (CA-237). 


e 


Utility May Abandon Rural Line Unless Customers 
Pay Proper Rates 


N electric utility company was au- 
thorized to abandon a rural electric 
line where customers were unwilling to 
pay charges conforming with the utility’s 
approved schedules. The line at the time 
of the proceeding was actually out of 
service because of its destruction by an 
ice storm. 

The line had originally been built 
several years ago under a contract with 
a group of customers requiring them to 
advance a part of the cost of the line, 
with a provision for refund by crediting 
on monthly bills. The customers were 
getting service at the rates effective with- 
in a near-by city, considerably lower than 
the rural rates of the company. Because 
of the widening of a road it would be 


necessary for the line to be removed from 
its present location and reconstructed 
throughout a substantial part of it. The 
customers had declined to execute a new 
electric service contract conforming with 
existing rural requirements. 

The commission pointed out that under 
the law it was obliged to authorize the 
utility to charge for service rendered in 
conformity with its schedule on file and 
in effect, such schedule being reviewable 
at any time that sufficient cause might be 
brought to the attention of the commis- 
sion for making a further investigation 
of the rates to be charged for the partic- 
ular class of service in question. The 
customers, it was said, were entitled to 
service at the lowest rates possible, but 
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the rates must be sufficient to bear the 
burden of rendering the service. The 
burden could not be placed on other cus- 
tomers. The commission continued : 


The commission is in sympathy with the 
extension of electric service to rural cus- 
tomers. It is of the opinion that adequate 
electric service is one of our most desirous 
commodities to be made available in rural 
areas. It is, however, absolutely necessary 
to realize that there are certain costs to be 
incurred in furnishing that service and the 
customers served should pay for it. The ap- 


plicant contends that these customers have 
had the service for some seventeen years at 
rates not compensatory, and that may be 
true. They have been very fortunate in se- 
curing it at the lower rates, but now since 
the applicant insists upon not reconstructing 
the line or continuing the service unless paid 
for at its regular schedule of rates, it must 
be allowed to abandon the line unless the 
customers are willing to pay the proper 
rates therefor. 


Re Missouri Power & Light Co. (Case 
No. 9287). 


e 
Perpetual Charter Disapproved 


_—— Pennsylvania commission denied 
applications by certain electric utili- 
ty corporations for authority to amend 
their charters so as to change them from 
50-year to perpetual charters. The pur- 
pose of the amendment proposal was to 
avoid legal complications and difficulties 
that might arise from a proposed merger 
with a company having a perpetual char- 
ter. The commission said : 


It is and has been the established policy 


e 


of the department of state of this common- 
wealth, as well as the policy of the com- 
mission, that no public utility shall be char- 
tered for a period exceeding fifty years. 
The fact that there are in existence in this 
commonwealth charters for a _ perpetual 
term, which charters have been issued prior 
to the establishment of this policy, is not a 
sufficient reason to require a departure 
therefrom. 


Re Ayr Towmship Electric Co. et al. (Ap- 
plication Docket Nos. 34732-34734). 


Other Important Rulings 


The Colorado commission authorized 
discontinuance of certain passenger train 
service where a substantial saving would 
result in the operation of a bankrupt rail- 
road and no abandonment of service to 
any community was contemplated, al- 
though some passengers would be incon- 
venienced because of a transfer. The 
commission said that if a great number 
of passengers were inconvenienced this 
might be sufficient to justify an order 
denying the proposed change in service, 
but the record showed that very few pas- 
sengers rode on these trains between the 
points involved in the proceeding. It was 
said that railroads are entitled to exercise 
all reasonable business economies which 
still leave the public enjoying at least 
comparatively safe, adequate, and eco- 
nomical transportation service. Re Chi- 


Nore.—The cases above referred to, where decided b 
will be published in full or abstracted in 
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cago, Rock Island and Pacific Railway 
Co. (Investigation & Suspension Docket 
No. 217, Decision No. 9320). 


The Pennsylvania commission, in or- 
dering certain motor carriers to cease and 
desist from transporting property for 
compensation between points in Pennsy]- 
vania in intrastate commerce, said that 
if such carriers engaged in interstate 
transportation as common carriers they 
could not lawfully haul for anyone in 
intrastate commerce between points in 
Pennsylvania unless and until they had 
first secured approval of such service 
from the commission. Eastern Pennsyl- 
vania Certificated Carriers Committee v. 
Metzger et al. (Complaint Docket Nos. 
11257, 11258, 11260, 11262, 11263, 
11268). 
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MIDLAND REALTY CO. v. KANSAS CITY POWER & L. CO. 


UNITED STATES SUPREME COURT 


Midland Realty Company 


Kansas City Power & Light Company 


[No. 217.]} 
(— U. S. —, 81 L. ed. —, 57 S. Ct. 345.) 


Rates, § 24 — Powers of state — Contract rates. 


1. The state has power to annul and supersede rates previously established 
by contracts between utilities and their customers, p. 115. 


Rates, § 216 — Change of contract rate by filing — Impairment of contract — 
Deprivation of property. 
2. No unconstitutional impairment of the obligation of contracts or dep- 
rivation of property without due process of law results from the en- 
forcement of rates duly filed pursuant to the provisions of the Public 
Service Commission law to supersede lower rates fixed by a contract, 
between a customer and an electric utility, entered into prior to enactment 
of the regulatory law, p. 115. 


§ 50 — Powers of Commission — Change in contract rates — Constitu- 
tionality. 

3. No unconstitutional impairment of the obligation of contracts or dep- 

rivation of property without due process of law results from the promul- 

gation by the Commission, in accordance with the statute, of higher rates 

to supersede rates fixed by a contract entered into prior to the enactment 

of the public utility regulatory law, p. 115. 


§ 3 — Recovery in excess of contract rates — Constitutionality. 


4. No unconstitutional impairment of the obligation of contracts or dep- 
rivation of property without due process of law results from a judicial 
requirement that a customer pay for electric service amounts based upon 
duly filed rate schedules and rates fixed by a Commission order to super- 
sede contract rates, even though the contract was in due time fully per- 
formed and the customer prior to the commencement of a suit by the 
utility company to recover the additional amount had paid the contract 
rates, since the customer was not injured by the company’s failure to with- 
hold service or more promptly to sue for the difference between its lawful 
charges and the amount paid, and the customer cannot derive any advantage 
from refusal to pay, p. 115. 


[February 1, 1937.] 
F, g-wae from judgment of Supreme Court of Missouri in 
favor of electric utility company suing to recover amounts 


in excess of utility charges as fixed by a contract; affirmed. 
For lower court decision, see — Mo. —, 93 S. W. (2d) 954. 
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UNITED STATES SUPREME COURT 


APPEARANCES: Elliott H. Jones, 


of Kansas City, Missouri, argued the 
cause for appellant; Ludwick Graves 
and Irvin Fane, both of Kansas City, 
Missouri, argued the cause for ap- 
pellee. 


Mr. Justice BUTLER delivered the 
opinion of the court: The questions 
for decision are whether, as con- 
strued in this case by the highest 
court of Missouri, the statutes of 
that state regulating public utilities 
violate Art. 1, § 10, of the Consti- 
tution of the United States, declaring 
that “No state shall pass any 
; law impairing the obligation 
of contracts , ow 81 of 
the Fourteenth Amendment declaring 
“nor shall any state deprive any per- 
son of life, liberty, or property, with- 
out due process of law.” 

Appellee was plaintiff and appel- 
lant defendant below. They made a 
contract whereby the former for 
specified rates agreed to furnish the 
latter steam for heating its buildings 
in Kansas City for a term of five 
years ending August 31, 1913, with 
option to defendant to extend the 
contract for an additional five years. 
March 17, 1913, the state Public 
Service Commission Law was enact- 
ed.’ May 29th, following, defend- 
ant exercised its option and so ex- 
tended the term of the contract to 
August 31, 1918. 

June 28, 1917, plaintiff in pursu- 
ance of the statute* filed with the 
Commission a schedule of steam-heat- 
ing rates to become effective August 
1, 1917; they were higher than those 
specified in the contract. The city 


and numerous users other than de. 
fendant objected; the Commission, 
without attempting to apportion oper- 
ating expenses and values between 
plaintiff's heating and electric service, 
found that the rates filed were unrea- 
sonably high and prescribed, as just 
and reasonable, rates lower than those 
filed but higher than the contract rates 
and made them effective March |, 
1918, 5 Mo. P. S. C. R. 664. Plain. 
tiff filed a new schedule in accordance 
with the Commission’s order. 


June 11, 1918, it complained that 
these rates were confiscatory. The 
Commission, after apportioning op- 
erating expenses and values between 
the electrical and steam services, 
found the rates “inadequate, unjust, 
and unreasonably low,” that during 
none of the time was “heating reve- 
nue sufficient to even meet the fuel 
expense alone,” and that “heretofore 
the steam-heating business has been 
carried at a loss, and this loss has 
been borne either by the light and 
power consumers or by the company.” 
Thereupon, it ordered new and high- 
er rates effective December 1, 1919. 
8 Mo. P. S. C. R. 223, 292. The 
findings and order of the Commission 
were approved by the supreme court 
in State ex rel. Case v. Public Serv- 
ice Commission, 298 Mo. 303, 
P.U.R.1923E, 431, 249 S. W. 955. 


For steam furnished defendant aft- 
er August 1, 1917, plaintiff regularly 
sent bills based on the rates it had 
filed with the Commission. Claiming 
the contract rates still to be applica- 
ble, defendant paid amounts calculat- 
ed in accordance with them. Piain- 
tiff gave defendant credit for the 





1Mo. Rev. Stats. 1929, Chap. 33, §§ 5121 
et seq. 


17 P.U.R.(N.S.) 


2 Mo. Rev. Stats. 1929, §§ 5190 (12), 5209. 
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payments it made. After expiration of 
the period covered by the contract as 
extended, plaintiff brought this suit. 
For steam furnished after August 1, 
1917, and before March 1, 1918, it 
sought to recover on the basis of the 
charges specified in the first schedule 
fled. For steam furnished after 
March 1, 1918, to the end of the con- 
tract term, it sought to recover on the 
basis of charges of the schedule pro- 
mulgated by the Commission. The 
trial court held plaintiff not entitled 
to recover on its claim in respect of 
the first period but gave judgment in 
its favor in respect of the other one. 
Both parties appealed. The Missouri 
supreme court ruled the contract rates 
not applicable, held plaintiff entitled 
to recover on its claim in respect of 
both periods, and directed that it have 
judgment for the sums calculated on 
the basis of the schedules filed with 
the Commission. 

Defendant’s contention is not that 
the state lacked power by appropriate 
action to establish and enforce just 
and reasonable rates but that, as 
against the constitutional provisions 
invoked, the action taken under the 
Public Service Commission law was 
not sufficient to abrogate the contract 
rates. 

[1-4] Specifically, its complaints 
are that the court construed the stat- 


ute (1) te make (a) mere filing of 
plaintiff’s schedule and (b) the later 
promulgation of a schedule by the 
Commission effective to abrogate the 
contract rates and (2) to require that, 
although the contract was in due time 
fully performed and defendant prior 
to the commencement of the suit had 
paid plaintiff the contract rates, it 
was bound to pay additional amounts 
calculated on the basis of the higher 
rates specified in plaintiff's published 
schedules. It is upon these grounds 
that defendant contends that the state 
law violates the quoted clauses of the 
Constitution. 

These questions are to be decided 
upon the construction that the state 
supreme court put upon the statute. 
And that law is to be taken as if it 
declared that rates made in accord- 
ance with its provisions shall super- 
sede all existing contract rates.* 
There is here involved no question as 
to the validity of the rates prior to 
the passage of the statute. Without 
expression of opinion, we assume 
that then the parties were bound by 
the contract. But the state has pow- 
er to annul and supersede rates pre- 
viously established by contract be- 
tween utilities and their customers.* 
It has power to require service at 
nondiscriminatory rates, to prohibit 
service at rates too low to yield the 





8Fulton v. Public Service Commission 
(1918) 275 Mo. 67, 204 S. W. 386; State 
ex rel. Sedalia v. Public Service Commission 
(1918) 275 Mo. 201, 209, P.U.R.1919C, 507, 
204 S. W. 497; Kansas City Bolt & Nut Co. 
v. Kansas City Light & P. Co. (1918) 275 
Mo. 529, 204 S. W. 1074, affirmed (1920) 252 
U. S. 571, 64 L. ed. 721, 40 S. Ct. 392; State 
ex rel. Washington University v. Public Serv- 
ice Commission (1925) 308 Mo. 328, 342, 
P.U.R.1926A, 764, 272 S. W. 971; State ex 
rel. Kansas City Pub. Service Co. v. Latshaw, 
325 Mo. 909, 917, 918, P.U.R.1930D, 348, 30 
S. W. (2d) 105; State ex rel. Kirkwood v. 


Public Service Commission, 330 Mo. 507, 521, 
P.U.R.1932E, 253, 50 S. W. (2d) 114. 

#Union Dry Goods Co. v. Georgia Pub. 
Service Corp. 248 U. S. 372, 63 L. ed. 309, 
P.U.R.1919C, 60, 39 S. Ct. 117, 9 A.L.R. 1420; 
Producers Transp. Co. v. Railroad Commis- 
sion, 251 U. S. 228, 232, 64 L. ed. 239, 242, 
P.U.R.1920C, 574, 40 S. Ct. 131; Kansas City 
Bolt & Nut Co. v. Kansas City Light & P. 
Co. (1920) 252 U. S. 571, 64 L. ed. 721, 40 
S. Ct. 392; Sutter Butte Canal Co. v. Cali- 
fornia R. Commission (1929) 279 U. S. 125, 
137, 73 L. ed. 637, 640, 49 S. Ct. 325. 
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cost rightly attributable to it,’ and to 
require utilities to publish their rates 
and to adhere to them. Under the 
challenged statute, defendant had op- 
portunity to support the contract 
rates and to test before the Commis- 
sion and in the state supreme court— 
as others did—the validity of the 
filed schedules.’ It failed to do so. 
And it here insists that the contracts 
could not be abrogated “without a 
proper hearing, finding, and order of 
the Commission with respect there- 
to.” It does not, and reasonably it 
could not, contend that immediate ex- 
ertion by the legislature of the state’s 
power to prescribe and enforce rea- 
sonable and nondiscriminatory rates 
depends upon or is conditioned by 
specific adjudication in respect of ex- 
isting contract rates.* It is clear 


that, as against those specified in the 


contract here involved, the rates first 
filed by plaintiff and those promul- 
gated by the Commission in accord- 
ance with the statute have the same 


force and effect as if directly pre. 
scribed by the legislature.® 

Lacking in merit is defendant's 
contention that the statute violates 
the clauses of the Constitution in. 
voked because held by the court to 
require that, although before this suit 
the service had been furnished and 
paid for in accordance with the con- 
tract, defendant was bound to pay 
more. As shown above, the rates 
specified in the schedules were held 
applicable from and after their re- 
spective effective dates. Defendant 
was not injured by plaintiff’s failure 
to withhold service or more promptly 
to sue for the difference between its 
lawful charges and the amount paid. 
It cannot derive any advantage from 
refusal to pay.” 

Plainly, enforcement of the rates 
in accordance with the statute did not 
violate either the contract clause of 
the Constitution or the due process 
clause of the Fourteenth Amend- 
ment. 

Affirmed. 





5 Montana Pub. Service Commission v. 
Great Northern Utilities Co. 289 U. S. 130, 
135, 77 L. ed. 1080, 1084, P.U.R.1933C, 225, 
53 S. Ct. 546. Cf. Northern P. R. Co. v. 
North Dakota ex rel. McCue, 236 U. S. 585, 
604, 59 L. ed. 735, 745, P.U.R.1915C, 277, 35 
S. Ct. 429, L.R.A.1917F, 1148, Ann. Cas. 
1916A, 1. 

6 Armour Packing Co. v. United States 
(1908) 209 U. S. 56, 81, 52 L. ed. 681, 694, 
28 S. Ct. 428; Louisville & N. R. Co. v. 
Maxwell, 237 U. S. 94, 97, 59 L. ed. 853, 855, 
are 300, 35 S. Ct. 494, L.R.A.1915E, 

7 Mo. Rev. Stats. 1929, §§ 5191, 5232-5237. 


See State ex rel. Washington University v. 
Public Service Commission, supra. 

8 Louisville & N. R. Co. v. Mottley (1911) 
29 U. S$: 467, 55 L. od. D7, 31S. Ck OM 
34 L.R.A.(N.S.) 671. 

8 Public Service Commission v. Pavilion 
Nat. Gas Co. (1921) 232 N. Y. 146, 150, 
P.U.R.1922C, 74, 133 N. E. 427; North Hem 
stead v. Public Service Corp. 231 N. Y. 447, 
450, P.U.R.1921E, 713, 132 N. E. 144. 

10 Louisville & N. R. Co. v. Central Iron & 
Coal Co. (1924) 265 U. S. 59, 65, 68 L. ed. 
900, 902, 44 S. Ct. 441. 
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WARD v. LIMESTONE WATER & SEWER CO. 


MAINE PUBLIC UTILITIES COMMISSION 


J. M. Ward et al. 


v 


Limestone Water & Sewer Company 


[F. C. Nos. 1072, 1076, 1081.] 


Rates, § 130 — Reasonableness — Adequacy of service — Fire protection. 


1. A water company furnishing inadequate, unsatisfactory, and low-grade 
fire protection should not be authorized to increase hydrant rates, p. 119. 


Rates, § 619 — Fire protection — Value of service — Insurance rates. 
2. Computations to show the additional premiums which would be paid 
by policyholders if hydrants were removed do not prove much with respect 
to the value of hydrant service when the figures are based on assessed 
property valuation, while all people do not insure to the full tax value 
of their property and all people do not carry insurance, p. 120. 


Rates, § 619 — Water — Fire hydrants — Adequacy of service — Mutually 
agreed rates. 
3. An amount which a municipality has willingly paid and which a water 
company has been willing to accept for fire protection is assumed to 
be a rate for reasonably adequate fire protection ; and when fire protection 
service is inadequate, such amount should be reduced, p. 120. 


Return, § 16 — Reasonableness — Rights of customers and stockholders. 
4. The public cannot be subjected to unreasonable rates in order simply 
that stockholders may earn dividends, p. 120. 


Rates, § 172 — Reasonableness — Value of service — Fire protection. 
5. A town should pay no more for fire protection service than is justified 
by the value of the service, p. 120. 


Rates, § 100.1 — Commission jurisdiction — Sewers. 
6. The Commission has no jurisdiction over complaints against sewerage 
rates, p. 121. 

Rates, § 130 — Reasonableness — Adequacy of service — Presumption as to 

past rates. 

7. Water rates which have been in effect for several years are assumed 
to represent fair rates for adequate service, and when service is inadquate, 
rates should be reduced to an amount representing the worth of the service, 
p. 121. 


[November 20, 1936.] 


Paps against water and sewerage rates and applica- 
tions for water rate increase; water rates reduced and rate 
increase denied. 
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APPEARANCES: J. W. Patterson, 
Millbury, Massachusetts, for Lime- 
stone Water and Sewer Company; 
Pendleton and Rogers, Caribou, for 
the town of Limestone in F. C. No. 
1081. 


By the Commission: F. C. No. 
1072 is a complaint received by the 
Commission June 29, 1936, signed by 
the selectmen of Limestone and ten 
residents of the town, alleging: “the 
amount charged by said Limestone 
Water and Sewer Company for hy- 
drant rental is too high,” and asking 
for an investigation. 

F. C. No. 1076 is a petition received 
by the Commission June 29, 1936, 
signed by thirty-four citizens of Lime- 
stone asking for an investigation of 
the Limestone Water and Sewer Com- 
pany, believing: “charges for water 
and sewerage to be exorbitant and un- 
fair.” 

F. C. No. 1081, on August 20, 
1936, the Limestone Water and Sew- 
er Company filed a schedule of rates, 
to become effective October 1, 1936, 
which schedule showed in all but one 
instance (schools) an increase over 
the then existing rates. 

The Commission, being satisfied 
that sufficient grounds existed to war- 
rant a formal public hearing, suspend- 
ed the proposed rates, pending inves- 
tigation and final order, for a period 
of three months from September 30, 
1936, unless otherwise ordered by the 
Commission. 

Hearing was held as ordered, in 
Limestone, on October 13, 1936, and 
notices were proved as ordered in the 
several cases. 

At the hearing, to expedite matters, 
it was agreed by the several parties 


17 P.U.R.(N.S.) 


involved that the three cases should 
be heard at the same time and togeth- 
er as one consolidated case. 

The Limestone Water and Sewer 
Company was incorporated June 21, 
1912, under the General Laws of the 
state of Maine, for the purpose of 
supplying water and sewerage service 
to the inhabitants of Limestone; to 
quote: 

“The purposes of said corporation 
are the supplying the town of Lime- 
stone in the county of Aroostock and 
the inhabitants of said town with pure 
water for domestic, sanitary, and mu- 
nicipal purposes including extinguish- 
ment of fires. The supplying the said 
town of Limestone and the imhabitants 
of said town, with sewers for domes- 
tic, sanitary, and municipal purposes. 
The doing any and all things necessary 
or properly pertaining to the conduct 
of said business.” 

We will take up the several matters 
seriatim. 

F. C. No. 1072—The complainant 
says hydrant rental is too high; the 
company counters with a petition to 
increase hydrant rentals from $75 to 
$100 per hydrant. 

Prior to the last three or four years 
there was a contract of some twenty 
years’ standing, fixing a rate of $75 
per hydrant between the town and the 
company. Last June or July the com- 
pany tried to get the town to sign an- 
other contract for the same amount, 
to wit: $75 per hydrant, with a fur- 
ther provision that the town tax to 
the company should not be more than 
it was in the year 1934. 

There are at present 23 hydrants lo- 
cated in the town. The town refused 
to sign this proposed contract, because 
they felt that they were not getting 
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proper service for fire protection. The 
evidence shows: (1) that the local 
fire department during the past winter 
has been unable to get water from 
some of the hydrants that they hooked 
onto; (2) that water during the sum- 
mer months has come out around the 
casings instead of the plug, in some 
instances; (3) that some hydrants 
have plugs about 3 inches above the 
ground, rendering the service difficult, 
particularly in the winter; (4) that 
when the water is low in the reservoir, 
there is practically no pressure at the 
fire nozzle; (5) that at times there is 
no water in the hydrants at all; (6) 
that some plugs face back from the 
street instead of into the street; (7) 
there have been fires that could have 
been stopped if the department had 
water; (8) there have been fires that 
could have been stopped if hydrants 
had not been frozen; (9) in 1922 
(this was prior to the operation of the 
company by its present management), 
a fire nearly wiped out the business 
section because of no water; (10) the 
town has spent $8,250 for pumpers to 
afford protection against fire; (11) at 
a fire on February 22, 1936, a hydrant 
yielded no water; (12) that a steamer 
plug on one hydrant is of no use; (13) 
another hydrant was plugged at the 
bottom; (14) another hydrant is al- 
ways frozen in the winter; (15) two 
others leak; (16) another is covered 
with bushes in summer and snow in 
winter; (17) another hydrant leaks 
at the plug, the department tried to 
shut it off but could not ; took the hose 
off and opened it and out came a big 
piece of garden hose; (18) at another 
fire in 1932, a hydrant was turned on, 
and because it did not drain off, it 
froze up solid, and the fire department 
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had to pick up another hydrant to 
fight the same fire; (19) sometimes 
the water just comes out of the nozzle 
of the fire hose; (20) the water sup- 
ply with two lines of hose would prob- 
ably last three hours; (21) at the 
Phair fire, the water lasted one-half 
hour; (22) of the twenty-three hy- 
drants, nine are perhaps adequate, if 
there is water in the reservoir; (23) 
there is not pressure enough on a new 
hydrant installed two years ago to 
throw water to the second window of 
the junior high school; (24) that 
some fire hydrants have not been 
shoveled out in winter (the evidence 
is not just clear on whom this duty 
falls); (25) the reservoir, due to 
leaks, does not hold a satisfactory 
amount of water. 

[1] It is unnecessary to continue 
the indictment, except to add that com- 
plaints in regard to service have been 
unavailing. The company has been 
repeatedly requested to remedy condi- 
tions, has intimated something would 
be done, but actually has done nothing 
to straighten out these troubles, some 
of which little expense and effort 
could correct. As the fire chief, Dr. 
Damon, said, “Nothing can be gained 
by notifying the company.” It is to 
be noted that no part of this condemn- 
ing testimony was refuted by the com- 
pany at the hearing; no excuses, if 
there could be such a thing, were of- 
fered. The company, in the face of 
these complaints, offered no sugges- 
tions, gave no indication of bettering 
the service, but had the effrontery to 
file a schedule asking for more money 
for hydrant service, from which, in 
view of the testimony, the Commis- 
sion can draw but one conclusion, and 
that is, that the hydrant service in the 
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town of Limestone is lamentable. To 
give the company more money for this 
inadequate, unsatisfactory, and low- 
grade fire protection would be a trav- 
esty. 

[2] The company’s only testimony, 
which was admitted without objection, 
with regard to the present fire protec- 
tion in the town, was confined to fig- 
ures which indicated that at the pres- 
ent time, with the hydrants as in- 
stalled, the rate of insurance is 53 
cents per hundred in residential areas 
and $2.33 in the business section. The 
company further said that if there 
were no fire protection at all, the rates 
would go to $1.10 in the residential 
areas and $3.32 in the business section. 
The company then figures that on a 
valuation as given by the selectmen, 
the additional premiums to be paid by 
policyholders, if the hydrants were re- 
moved, would be $4,594.09. Such 
All 


figuring does not prove much. 
people do not insure to the full tax 
value of their property; all people do 


not carry insurance. The absolute 
elimination of fire protection service 
would, of course, result in higher in- 
surance premiums but certainly the re- 
sult would not necessarily be as the 
company’s proposed figures would 
suggest. 

[8-5] In Brunswick & T. Water 
Dist. v. Maine Water Co. (1904) 99 
Me. 371, 381, 59 Atl. 537, our court 
observed : 

“The company engages in a volun- 
tary enterprise. It is not compelled, 
at the outset, to enter into the under- 
taking. It must enter, if at all, subject 
to the contingencies of the business, 
and subject to the rule that its rates 
must not exceed the value of the serv- 
ices rendered to its customers. It has 
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accepted valuable franchises granted 
by the state, franchises ordinarily ex. 
clusive for the time being, franchises 
which ordinarily debar the public from 
serving themselves satisfactorily in 
any other way,—and in return it must 
perform the duties to the public which 
it has voluntarily assumed, at rates 
not exceeding the value of the services 
to the public, taken as individuals, and 
this irrespective of the remuneration 
it may itself receive.” 

Over a period of years it has ap- 
parently been agreed between the town 
and the company that the fire service 
was worth $1,725. This is further 
evidenced by the testimony of one of 
the selectmen that in June or July of 
1936, the old contract having expired, 
the company desired to enter into a 
new contract with the town on a basis 
of $1,725 for fire protection, with a 
further provision that the tax should 
not exceed that assessed in 1934. 

The town has been willing to pay 
$1,725 for fire protection, based, of 
course, on a reasonably adequate pro- 
tection. It is apparent that no single 
one of the complaints enumerated was 
sufficient to cause the town to change 
its mind in this regard. The town has 
been of the hope that many of these 
defects would be cured, and has been 
led to believe that they would be, but 
for some unknown reason they have 
not been. The company likewise 
seemed to be of the opinion that fire 
protection was worth $1,725 (and no 
change in tax from 1934), but we can- 
not do other than assume that the rate. 
according to the company, was for a 
reasonably adequate fire protection. 

This Commission has had occasion, 
in Gay v. Damariscotta-Newcastle 
Water Co. P.U.R.1932E, 289, 296, 
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to state that the rates to be charged 
must not exceed the value of the serv- 
ice, regardless of the return to the 
company. To quote: 

“In establishing a utility rate suff- 
cient to produce a fair return, the 
character and quality of the service 
rendered must be taken into consider- 
ation, and the rate must be limited by 
what the service is reasonably worth, 
even though the return on the fair val- 
ue of the property is less than the av- 
erage recognized reasonable rate of re- 
turn.” 

Further, in Kennebec Water Dist. 
v. Waterville (1902) 97 Me. 185, 
187, 54 Atl. 6, 60 L.R.A. 856, it is 
held that what the public has a right 
to demand is that no more shall be 
exacted than the services rendered are 
reasonably worth. The public cannot 
be subjected to unreasonable rates in 


order simply that the stockholders 
may earn dividends. 
Revised Stats. Chap. 62, § 16, reads: 
“Every public utility is required to 
furnish safe, reasonable, and adequate 


The rate for 
any . water fur- 
nished or for any service 
rendered or to be rendered in connec- 
tion with any public utility, shall be 
reasonable and just, taking into due 
consideration the fair value of all its 
property with a fair return thereon, its 
rights and plant as a going concern, 
business risk, and depreciation. Every 
unjust or unreasonable charge for 
such service is hereby prohibited, and 
declared unlawful.” 


facilities. 


In view of the testimony in the case, 
the Commission concludes that as 
both the town and the company have, 
up to the time of the filing of the 
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hydrant complaint, considered the fire 
protection as worth $1,725, it nat- 
urally follows that such a substantial 
sum of money (practically one third 
of the company’s income) must have 
entitled the town to reasonably ade- 
quate fire protection. We do not feel 
that in estimating the worth of the 
fire protection service that it would be 
exactly fair to apply the rule of thumb 
method that approximately one half 
of the hydrants, which are apparently 
adequate when there is sufficient water 
in the reservoir, represent the sum to- 
tal of the value of the service. Giving 
consideration to all of the factors in 
the case, the Commission finds that 
the value of the service as rendered by 
the company for fire protection is 
$950, which, as long as present con- 
ditions exist, is all that the town 
should pay for the protection it is re- 
ceiving. 

[6] F. C. No. 1076 is a complaint 
asking for an investigation of water 
charges of the Limestone Water and 
Sewer Company, alleging that the 
same are exorbitant and unfair. That 
portion of the petition relating to 
sewerage is not a matter over which 
this Commission has jurisdiction. 

[7] The evidence as to domestic 
service shows: (1) that in February, 
1936, the customers were without wa- 
ter for one or two days and two or 
three nights; (2) that the water has 
been shut off at various times without 
warning; (3) that there is no water 
pressure; (4) at times some customers 
have had no water at all, this witness 
stating that this happened twice the 
week preceding the hearing; (5) that 
customers have had to haul water, due 
to insufficient supply; (6) that the 
company sometimes carries only a 
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foet of water in the reservoir, at 
which time the customers’ supply is 
inadequate; (7) that the pressure is 
low and insufficient in some localities ; 
(8) that one customer has had to haul 
water one-half mile, as none was 
available at the faucet; (9) that in the 
high school building the pressure is so 
low at a drinking fountain on the sec- 
ond floor that the students try to ob- 
tain water by sucking at the drinking 
fountain, which is quite unsanitary; 
(10) that at times, to quote, “the wa- 
ter more than tastes, it stinks,’ show- 
ing improper operation of the chlori- 
nator; (11) that customers on the 
higher elevations are without water 
frequently and only get some when the 
standpipe has around 3 feet of water 
in it; (12) the reservoir leaks so bad- 
ly, it does not hold enough water for 
general purposes. 


The present rates, which have been 
in effect for some thirteen years, are 
what, in general, would be termed 


fairly high rates: First faucet being 
$12.50; first toilet, $6.25; first bath 
tub, $6.25, for dwellings, stores, etc. 
Hotels and boarding houses have a 
first faucet rate of $15; first toilet 
rate of $7.50; and first bath tub rate 
of $7.50. 

It is apparent from the reading of 
the record that the reservoir is not in 
good shape, that due to leaks it is 
practically impossible to hold more 
than 3, and at the outside, 4 feet of 
water, and that many of the troubles 
of the company are due to this bad 
condition of the reservoir and pump- 
ing service incident to same. Various 
customers of the company, who ap- 
peared as witnesses, testified as to be- 
ing obliged to haul water in the win- 
ter, and in this case, as in the hydrant 
17 P.U.R.(N.S.) 


case, it is a question of value of sery- 
ice to the customer. 

The rates above quoted have been 
in effect, as stated, for some thirteen 
years, and the Commission is obliged 
to assume that those rates represent 
fair rates between the company and 
the customers for adequate service. 
It is apparent to the Commission that 
the customers have not been getting 
an adequate service. 

The evidence shows that in 1929, 
operating expenses, taxes, and depre- 
ciation exceeded operating revenues 
by $293.95; in 1930, by $427.79. In 
1931, the figures showed on the plus 
side $124.46, and in 1932, $138.10. 
In 1933, the loss was $15.12, in 
1934, $545.63, and in 1935, $1,500.- 
32. A part of this increase in loss is 
due to the change of the item of de- 
preciation from $337.72 (as carried 
in 1929-30-31 and 32) to $1,330.20 
in 1935. The company has not been 
a paying concern. There are approxi- 
mately 180 customers, whose pay- 
ments, plus $1,725 for fire protection, 
constitute in general the sole sources 
of revenue. Some customers testified 
that any increase in rates would mean 
operating their own wells. 

According to an appraisal made by 
the staff of the Commission, the cost 
of reproduction new less depreciation 
of Limestone Water and Sewer Com- 
pany with respect to the portion de- 
voted to water service was $57,031. 
The fixed capital of the company, as 
carried on their books as of Decem- 
ber 31, 1935, is $44,593.20. 

This Commission, in Public Utili- 
ties Commission v. Wiscasset Water 
Co. P.U.R.1932C, 34, 37, laid down 
the principle that the value of service 
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to the customer is one of the factors 
which should be taken into considera- 
tion in determining the basis for rates 
of a water utility. The law quoted in 
the hydrant matter, previously re- 
ferred to in this decision, is applicable 
here and need not be repeated. 

Taking into consideration the vari- 
ous factors as enumerated in this 
opinion, it seems to the Commission, 
and it finds, in view of the service be- 
ing rendered, that the first faucet in 
dwellings, stores, offices, and other 
services is not worth more than $10 
per annum, and that the first faucet 
in hotels and boarding houses is not 
worth more than $12 per annum. 

F, C. No. 1081, as previously stat- 
ed, involves a schedule of rates filed 
by the Limestone Water and Sewer 
Company, on August 20, 1936, to be 
effective October 1, 1936, proposing 
certain increases indicated in the fol- 
lowing tabulation : 


Dwellings, Stores, Offices, and Other 
Services Not Otherwise Specifically 
Provided for Herein 


Present Proposed 
$16.00 
8.00 


8.00 


First faucet 
First toilet 
First bathtub 


Hotels and Boarding Houses 


First faucet 
First toilet 


25.00 
10.00 
10.00 


Municipal Service 
Hydrants, each 
Schools, each 


100.00 
50.00 


In support of the proposed rates, 
the company claims that the present 
rates are not sufficient to meet operat- 
ing expenses and bond interest, and 
further, that the additional revenue of 
$1,341 per year to be obtained from 
the new rates is necessary to meet in 
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part what is required, and at the same 
time to provide for certain plant im- 
provements. 

Being mindful of the provisions of 
the statute that a utility is required to 
furnish reasonable and adequate serv- 
ices and that the compensation there- 
for shall be on the basis of reason- 
able and just rates, and in view of the 
conclusions reached in F. C. No. 1072 
and F. C. No. 1076, we have no al- 
ternative but to deny the rate increas- 
es proposed by the company. 

It is accordingly ordered, adjudged, 
and decreed 

1. That the present annual charge 
of $75 assessed by the Limestone Wa- 
ter.and Sewer Company for each mu- 
nicipal hydrant is unreasonable and 
unjust for the value of the service 
now furnished, and said water com- 
pany is hereby required to file and 
make effective, on or before January 
1, 1937, an annual charge of $950 for 
the municipal fire protection now be- 
ing furnished in the town of Lime- 
stone ; 

2. That the present rates or charg- 
es imposed by said water company for 
first faucets are,.in view of the in- 
adequacy of the water service, unrea- 
sonable and. unjust, and said water 
company is hereby required to file and 
make effective, on or before January 
1, 1937, the following rates: for 
dwelling houses, stores, offices, and 
other services not otherwise specifical- 
ly provided for, a first faucet rate or 
charge of $10 per annum; and for ho- 
tels and boarding houses a first fau- 
cet rate or charge of $12 per annum; 

3. That the proposed rate increases 
filed by said Limestone Water and 
Sewer Company, to be effective Oc- 
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tober 1, 1936, now under suspension required to be filed in accordance with 

in F. C. No. 1081, be, and the same Paragraphs 1 and 2 of this order re- 

hereby are, disallowed ; and main in force until otherwise ordered 
4. That the annual rates or charges by this Commission. 
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Wisconsin State Rural Electrification 
Coordination Committee 


Vv. 


Northern States Power Company 


[2-U-992. ] 


Rates, § 367 — Electric — Wholesale to codperatives. 


1. Such factors as points of connection, capacities available, expense of 
system reénforcement, contract terms, credit risks, insurance protection, 
territorial agreements and other legal difficulties in connection with furnish- 
ing electric service at wholesale to a coOperative organization are not so 
dissimilar from those encountered in furnishing certain other classes of 
service, such as commercial service, where customers with widely divergent 
load characteristics have been included in one separate and distinct rate 
classification as to make it impossible to include such codperatives under 
one rate schedule filéd on an open order basis, p. 125. 


§ 367 — Electric — Wholesale to codperatives. 

2. The functional use of srevice by various codperative associations is such 
as legally to justify a separate and distinct rate classification, provided 
that a rate schedule can be designed which is sufficiently comprehensive 
to take proper consideration of the load characteristics of the various cus- 
tomers so as to prevent discrimination between customers within the classi- 
fication, p. 125. 

§ 367 — Electric — Wholesale to coéperatives. 

3. A close relationship should exist as a general principle between the 
rate schedules available to electric codperatives and to municipal and 
private utilities under similar circumstances and buying similar kinds of 
power, p. 126. 


Service, § 119 — Duty to serve — Effect of territorial agreement. 

4, Territorial agreements between electric utilities in towns which are 
jointly served should not be controlling in determining whether an electric 
utility must furnish wholesale service to codperative organizations, it 
appearing that the only competition involved is that regarding the source 
of supply, and if the purchaser owns the facilities necessary to connect 
to the lines of the vendor, no claim to an invasion of territorial rights 
can be sustained, p. 127. 
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Rates, § 328 — Electric — Power factor provisions. 
5. An electric utility furnishing service to a coéperative organization should 
not apply power factor adjustment provisions until such time as the 
company may adopt such provisions in other schedules, such as schedules 
for retail and wholesale power and municipal resale customers, p. 127. 


[September 25, 1936.] 


© pars to show cause why electric utility company should 
not file and make effective a rate schedule applicable to 
codperative associations within its territory; utility ordered to 


file rate schedule together with rules and regulations. 


On re- 


hearing the Commission affirmed its order with certain modi- 

fications, among other things permitting the application of 

a power factor provision in view of the company’s state- 

ment that it was ready and willing to apply such a factor 

provision to both its municipal and cooperative resale customers. 
November 17, 1936 


By the Commission: The applica- 
tion in this proceeding was filed with 
the Commission on April 21, 1936, 
and alleges that the rate schedule pro- 
posed by the respondent as applicable 
for service to cooperative associations 
was excessive and unreasonable. The 
committee requested the Commission 
to institute proceedings looking to- 
ward a reduction in the wholesale rate 
available for coOperative associations. 

On April 24, 1936, the Commission 
issued a notice of hearing and an or- 
der directing the company to show 
cause why it should not file and make 
effective a rate schedule applicable to 
cooperative associations within its 
territory. 


Hearing in this matter was held in 
Madison on May 20, 1936, at which 
the following appearances were en- 


tered: Wisconsin Rural Electrifica- 
tion Codrdination Committee, by O. 
S. Loomis, Director, John A. Becker, 
Rural Electric Coérdinator, and B. 
W. Huiskamp, Counsel; Northern 
States Power Company, by John 
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Campbell, Attorney of Bundy, Beach 
and Holland, Eau Claire, and G. V. 
Rork, Vice President and General 
Manager ; Chippewa Light and Pow- 
er Codperative Association and Hol- 
combe Farmers Cooperative Electric 
Association, by Paul Raihle, Attor- 
ney, Chippewa Falls. 

Although the company has not filed 
any rate with the Commission which 
would be applicable to codperative as- 
sociations on an “open order” basis, 
the company indicated to the Com- 
mission that it had offered the follow- 
ing rate and contract form to one of 
the codperative associations in its ter- 
ritory: [Contract omitted.] 

[1,2] The respondent in this case 
contends that the characteristics of the 
loads of the various proposed cooper- 
atives are so variable as to make it im- 
possible to include them under one 
rate schedule filed on an “open order” 
basis. Among the factors listed by 
the company in support of its conten- 
tion are points of connection, capaci- 
ties available, expense of system re- 
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énforcement, contract terms, credit 
risks, insurance protection, territorial 
agreements, and other legal difficulties. 

As we have stated in previous or- 
ders affecting similar applications, we 
believe that the various difficulties 
enumerated are not entirely dissimilar 
from those encountered in furnishing 
certain other classes of service, such 
as commercial service, where custom- 
ers with widely divergent load char- 
acteristics have heretofore been in- 
cluded in one separate and distinct 
rate classification. The arguments put 
forward by the company are not per- 
suasive that legally a separate rate 
classification effective on an “open 
order” basis should not be provided. 

It appears to us that the functional 
use of the service by the various co- 
Operatives is such as to legally justify 
a separate and distinct rate classifica- 
tion, provided that a rate schedule is 
designed which is sufficiently compre- 
hensive to give proper consideration 
to the differences in load character- 
istics of the various customers so as 
to prevent discrimination between cus- 
tomers within the classification. We 
see no reason why a properly designed 
rate schedule available for service un- 
der certain specified standard condi- 
tions should not be offered on an 
“open order” basis to any cooperative 
association which will comply with 
the terms and conditions of the rate 
schedule. 

[3] In previous orders involving 
rate schedues of other companies ap- 
plicable to cooperatives, we have held 
as a general principle that a close re- 
lationship should exist between the 
rate schedules available to electric co- 
Operatives and to municipal and pri- 
vate utilities under similar circum- 


stances and buying similar kinds of 
power. In this proceeding the Codr- 
dination Committee contended that 
the proposed rate set forth above is 
excessive and unreasonable. On the 
other hand the level of this rate is 
lower in general than the rate sched- 
ule now being applied to wholesale 
service to municipal utilities. The 
company has explained this relation- 
ship by the fact that it is now in the 
process of revising its schedule of 
rates for wholesale service to munici- 
palities. 

Under docket 2-U-657 (4 P.U.LR. 
(N.S.) 395) the Commission is en- 
gaged upon a general investigation of 
the rates, rules, and practices of 
Northern States Power Company of 
Wisconsin. Both the company and 
the Commission have introduced ex- 
hibits in this general case giving vari- 
ous estimates of the value of the com- 
pany’s property and the costs of serv- 
ing the several classes of customers. 
These conflicting estimates reflect dif- 
ferent opinions of the amount and 
proper allocation of firm and dump 
power produced in Wisconsin and sold 
both intrastate and interstate. 

Checking of these exhibits and of 
the property is now going on. Until 
this work is completed and the testi- 
mony heard and analyzed, the Com- 
mission cannot make final findings of 
the reasonable cost of resale service, 
such as is involved in the present case. 

The company now sells power to a 
number of municipally and privately 
owned utilities for purposes of resale. 
Revenues from this class of business 
exceeded $150,000 in 1935. Although 
this class of service is not directly in- 
volved in this proceeding, the Com- 
mission in several recent orders has 
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stated its opinion that rates to rural 
cooperatives for resale should not be 
materially out of line with rates to 
municipal resale customers, if such 
rates appear reasonable. 

With this principle in mind, the 
Commission has examined the testi- 
mony and evidence thus far intro- 
duced in 2-U-657. Although final 
findings cannot yet be made, it appears 
that the general level of the company’s 
resale rates is probably higher than 
reasonable, even when the company’s 
claimed property values are given ma- 
terial weight. The company is now 
engaged upon a revision of this rate 
schedule. However, since a final de- 
termination of reasonable costs of re- 
sale service and an equitable rate 
schedule based thereon can best be 
made only after completing this phase 
of the general investigation, we shall 
establish herein only a _ temporary 


schedule which is subject to further 
adjustment in accordance with later 


findings. The rate schedule for rural 
cooperatives herein ordered is lower 
than the present resale rate of this 
company and approximately in line 
with other rural cooperative resale 
schedules recently prescribed by the 
Commission for other companies. 
The rate schedule herein ordered is, 
however, not to be construed as estab- 
lishing a level for resale rates to be 
prescribed hereafter either in our gen- 
eral investigation or in a separate 
docket. Jurisdiction is retained in 
this case to alter or revise our order 
in accordance with any subsequent 
findings relative to rates for other re- 
sale customers. 

[4] This company, as well as other 
companies in similar proceedings, 
raised the question of furnishing serv- 
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ice to cooperatives either outside of 
their service area or to codperatives 
whose service might be competitive 
with their own retail service. It has 
also been contended in this connection 
that to furnish service to another 
agency which would be serving with- 
in the service area of a neighboring 
company with which the vendor had 
a territorial agreement would be in 
violation of the spirit, if not the letter, 
of such territorial agreement. While 
the Commission appreciates the neces- 
sity for such territorial agreements 
between utilities in towns which are 
jointly served, we do not believe that 
they should be controlling in a situa- 
tion such as this. The only competi- 
tion involved is that regarding the 
source of supply, and certainly if the 
purchaser owns the facilities neces- 
sary to connect to the lines of the 
vendor, no claim to an invasion of ter- 
ritorial rights can be sustained. So 
far as furnishing service to a codpera- 
tive serving in the same service area 
as the vendor utility is concerned, we 
do not believe that the utility’s failure 
to completely serve the area can be in- 
voked as an impediment against serv- 
ing another agency which has been 
successful in soliciting members in the 
area. 

The proposed rate schedule and 
rules are as follows: [Schedule omit- 
ted. ] 

[5] It is to be noted that the above 
rate does not contain any power fac- 
tor adjustment provisions. An exam- 
ination of the company’s retail and 
wholesale power schedules indicates 
that except for one or two schedules 
under which few customers are served 
the company does not apply power 
factor correction clauses. No such 
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clauses are contained in the present 
schedule available to municipal resale 
customers. Until such time as the 
company may adopt such provisions 
in other schedules, we do not believe 
it should apply one to rural codpera- 
tive loads. 

Any business which may be ac- 
quired under the proposed schedule 
would be new and additional business. 
Since our cost analyses indicate that 
on a conservative basis adequate com- 
pensation would be received for such 
service, we believe that the proposed 
rate is the maximum which should 
reasonably be charged for this particu- 


lar class of service and that such rate 
should be subject to further review 
upon the establishment by the Com. 
mission of a reasonable level of resale 
rates to municipalities and other public 
utilities. 

On the basis of the foregoing facts 
and conclusions the Commission 
therefore finds and determines that 
Northern States Power Company 
should be required to file the forego- 
ing rate schedule available for rural 
electric coOperative associations and 
that the rate prescribed herein for that 
service is reasonable and nondiscrim- 
inatory. 





PENNSYLVANIA SUPERIOR COURT 


Blue Mountain Consolidated Water 


Company 


Public Service Commission 


(— Pa. Super. Ct. —, 189 Atl. 545.) 


Security issues, § 17 — Commission jurisdiction — Authorization of change in 


interest rate. 


1. The Commission does not have power to require a public utility cor- 
poration to apply for and secure Commission approval before consummat- 
ing, with the consent of bondholders, a reduction in bond interest rates, 


p. 130. 


Security issues, § 1 — What constitutes issuance — Change in bond interest rates. 


2. A reduction in bond interest rate with the consent of bondholders, 
acceptance of the reduction being evidenced by the holders producing their 
bonds to the trustee for the purpose of having the reduced rate stamped 
thereon, does not amount to “issuing” bonds within the meaning of the 


state regulatory statutes, p. 130. 


Security issues, § 38 —Change in interest rate — Necessity of authorization by 


Commission. 


3. A public service company may, without obtaining the approval of the 
Commission, enter into contracts with the respective holders of its bonds 


17 P.U.R.(N.S.) 


128 





BLUE MOUNTAIN CONSOL. WATER CO. v. PUBLIC SERV. COM. 


providing for a reduction of the interest rate thereon, acceptance of such 
reduction to be evidenced by the holders producing their bonds to the trustee 
for the purpose of having the reduced rate stamped thereon, p. 130. 


[January 29, 1937.] 


Fagen from Commission order requiring public utility com- 
pany to secure Commission approval before consummating 


changes in bond interest rates; reversed. 


For Commission 


decision, see 15 P.U.R.(N.S.) 493. 


Rule issued by Public Service Com- 
mission upon Blue Mountain Consol- 
idated Water Company directing it to 
show cause why it should not apply 
for and secure Commission approval 
before consummating changes in 
bond interest rates. 

The facts were agreed upon by the 
parties in the following stipulation: 

“The Blue Mountain Consolidated 
Water Company, hereinafter termed 
‘company,’ now has outstanding two 
issues of bonds, one being an issue of 
$500,000 of which $499,000 is out- 
standing, secured by a first mortgage 
or deed of trust, dated June 29, 1917, 
and due July 1, 1947, and one being 
an issue of $350,000 of which $308,- 
000 is outstanding, secured by a sec- 
ond mortgage or deed of trust, dated 
December 31, 1929, and due January 
1, 1960. The issue of first mortgage 
bonds bears interest at the rate of 5 
per cent per annum; the issue of sec- 
ond mortgage bonds bears interest at 
the rate of 6 per cent per annum. 

“Due to the low interest rates gen- 
erally prevailing at the present time, 
the company is of the opinion that it 
can secure agreements with the bond- 
holders of its several issues whereby 
they will accept reductions in interest 
of one percentum on each issue, so 
that the first mortgage issue will bear 
interest at the rate of 4 per cent per 
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annum, and the second mortgage is- 
sue will bear interest at the rate of 5 
per cent per annum. 

“In the event that any bondholders 
would refuse to enter into such an 
agreement with the company, an ef- 
fort would be made by individuals or 
institutions friendly to the company 
to purchase the bonds of any such ob- 
jectors at a price or prices which 
would be agreed upon by the seller 
and the buyer. 

“In the event that the holders of 
bonds would refuse to enter into vol- 
untary agreements with the company 
and also refuse to sell their bonds to 
friendly interests, the company would 
exercise the right given it in each of 
the mortgages or deeds of trust to call 
bonds for the purpose of ‘purchase.’ 
These calls would be made for ‘pur- 
chase’ as contrasted with calling 
them for ‘redemption.’ Authority to 
call the bonds for purchase is con- 
tained in Art. III of each mortgage 
or deed of trust. 


“The calling of the bonds will be 
conducted in the manner provided in 
the mortgages,—the calling to be 
done by lot and to continue until the 
bonds of all the objecting parties 
would be secured. In each case the 
call price would be paid, +. e., par 
plus a 5-point premium for the first 
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mortgage bonds and par for the sec- 
ond mortgage bonds. 

“All bonds which would thus be 
called in by the company for ‘pur- 
chase’ would then be sold to persons 
or institutions friendly to the com- 
pany. The bonds thus purchased 
and sold would be sold without any 
change in interest rate or other alter- 
ation. 

“By means of this procedure, all 
of the bonds of the company will be 
in the hands of persons or institu- 
tions who would be willing to agree 
to reductions in the interest rates of 
both issues. 

“The company would then enter in- 
to a written agreement with each in- 
dividual bondholder providing for the 
reduction of interest. This agree- 
ment would change the provisions of 
the bonds in no respect, other than a 
one per cent reduction of interest. 

“Upon the execution of the agree- 
ments for the reduction of the inter- 
est, the trustee under the mortgages 
would then stamp on each bond a 
legend to the effect that from and aft- 
er January 1, 1937 (the proposed ef- 
fective date of the several reductions) 
the interest rate would be 4 per cent 
on the first mortgage bonds and 5 per 
cent on the second mortgage bonds, 
respectively, per annum.” 

Rule absolute. Respondent ap- 
pealed. 

Error assigned was order of the 
Commission making the rule abso- 
lute. 


APPEARANCES: Paul H. Rhoads, 
John Fox Weiss, and Weiss & 
Rhoads, all of Harrisburg, and Smith 
& Paff, of Easton, for appellant; 
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Harry H. Frank and John C. Kelley, 
Legal Assistants, Samuel Graff Mil. 
ler, Assistant Counsel, and Richard 
J. Beamish, Counsel, all of Harris. 
burg, for appellee. 


CUNNINGHAM, J.: [1-3] The or- 
der now before us for review had its 
origin in a proceeding instituted by 
the Commission upon its own motion. 
Having received information that the 
appellant water company “proposed 
to make certain changes in the inter- 
est rates of two outstanding bond is- 
sues,” and being of opinion that 
these changes might “constitute the 
issuance of securities” within the 


meaning of Art. III, § 4, of The 
Public Service Company Law of July 
26, 1913, P. L. 1374, as amended by 
§ 4 of the Act of June 3, 1933, P. L. 
1526, 1530, 66 PS. §§ 201-2 (Sup 
plement) the Commission issued a 


rule upon appellant to show cause 
why it should not obtain its approv- 
al before making the changes. 

Appellant answered that its pro- 
posed reductions in interest rates 
would not “constitute the issuance of 
securities,” within the intendment of 
the statute, and moved that the rule 
be discharged. At the time fixed for 
a hearing the parties filed the agreed- 
upon statement of facts, which ap- 
pears in the reporter’s notes; upon 
consideration thereof, the Commis- 
sion reached the conclusion that “any 
change in the interest rate” of either 
bond issue “will constitute an issue of 
bonds” and therefore cannot be made 
without the approval of the Commis- 
sion; the rule was made absolute and 
this appeal by the water company fol- 
lowed. 

A majority of the members of this 
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court are not convinced the legisla- 
ture has clothed the Commission with 
the power it here asserts. As we read 
the statement of facts, it is not quite 
accurate to say, as does the Commis- 
sion in its report, that the reduction 
in interest rates is to be accomplished 
by the “delivery of the bonds to the 
company by the owners, the substitu- 
tion of the lower interest figure for 
the existing figure wherever it ap- 
pears on the face of the bonds, and 
the return of the bonds to the own- 
ers’; nor that after the bonds have 
been stamped by the trustee, “the new 
bonds will be delivered to the public 
in consideration for their previous 
surrender of the old bonds.” (15 
P.U.R.(N.S.) at p. 494.) 

It seems to us that the real ques- 
tion involved under the agreed-upon 
facts is whether a public service com- 
pany may, without obtaining the ap- 
proval of the Commission, enter in- 
to contracts with the respective hold- 
ers of its bonds providing for a re- 
duction of the interest rate thereon— 
acceptance of such reduction to be 
evidenced by the holders producing 
their bonds to the trustee for the pur- 
pose of having the reduced rate 
stamped thereon. 

The powers and limitations of pub- 
lic service companies, with respect to 
the issuing of stock and securities, 
are prescribed by § 4 of the amenda- 
tory act of 1933, supra. The provi- 
sions upon which the Commission 
based its order read (15 P.U.R. 
(N.S.) at p. 494): 

“Upon the approval of the Com- 
mission, evidenced by its certificate of 
public convenience first had and ob- 
tained, and not otherwise, and upon 
compliance with existing laws, it shall 
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be lawful for any public service com- 
pany 

“(a) To issue stocks, trust certif- 
icates, bonds, notes, or other evi- 
dences of indebtedness or other secu- 
rities, payable in periods of twelve 
months or more after the date there- 
of, and now or hereafter to be au- 
thorized, hereinafter _ collectively 
termed ‘securities, in the manner 
prescribed by law, for and only for 
money, labor done, or money or 
property actually received, in accord- 
ance with the requirements of the 
Constitution and the laws of the com- 
monwealth. 

“All stocks, trust certificates, 
bonds, notes, or other evidences of 
indebtedness or other securities, is- 
sued in violation of the requirements 
of the Constitution and the laws of 
the commonwealth pertaining to the 
constitutional requirements, and all 
fictitious increases of stocks, trust 
certificates, bonds, notes, or other in- 
debtedness or securities, shall be void. 


“Before issuing, disposing of, 
guaranteeing or assuming liability on 
any securities, every public service 
company shall file with the Commis- 
sion an application, in such form as 
the Commission may, from time to 
time, determine and prescribe; . 
and in determining whether to ap- 
prove or disapprove an application 
for the issuance of securities, the 
Commission is hereby authorized to 
regulate and control the character and 
amount thereof. 4 

In this case we need not inquire 
whether the term “issue,” as used in 
the statute, is intended to apply only 
to the execution and authentication of 
bonds, as held in some cases, or also 
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includes the delivery. and putting of 
them into circulation, as decided in 
other instances. The term has been 
defined by the legislature itself in a 
paragraph added by the amendments 
of 1933 (66 PS, § 1, Supplement) 
to § 1 of Art. I, of the original act, 
reading : 

“For the purposes of this act, the 
terms ‘to issue,’ ‘issued,’ ‘issuing,’ 
and ‘issuance,’ when used herein in 
connection with securities, mean and 
refer to securities executed by proper 
corporate action and duly authenticat- 
ed, irrespective of whether such secu- 
rities are to be disposed of, or held 
in the treasury of the public service 
company.” In this connection, — it 


should also be noted that it is pro- 
vided in Par. (b) of § 4 (66 PS, 
§ 201, Supplement) that it shall be 
lawful for any public service com- 
pany, with the approval of the Com- 


mission, “To dispose of securities 
held in the treasury of the public 
service company: Provided, how- 
ever, that such approval shall not be 
required in the case of securities so 
held that have been reacquired after 
title has passed out of the public serv- 
ice company.” 

As we understand the plan pro- 
posed in the statement of facts, none 
of the bonds now outstanding will 
come into the ownership and treasury 
of the appellant company. The pro- 
visions relative to the calling for 
“purchase” of any bonds held by 
persons unwilling to enter into an 
agreement for the reduction of the 
interest, and the sale of such bonds to 
persons or institutions. willing to en- 
ter into the same, are not necessarily 
an integral part of the reduction 
process itself; such bonds are to be 
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resold before any change -has been 
made in the interest rate. St most, 
they would be reacquired beds and § 
within the proviso. Our difficulty is 
in seeing how the carrying out of the 
plan will amount to “issuing” bonds 
within the above-quoted legislative 
definition of that term. 

We agree with the Commission 
that the primary purpose of the 
amendments of 1933 is to protect the 
public against the issuance of securi- 
ties in excessive amounts or for un- 
authorized purposes, and that the 
maintenance of the solvency and 
credit of the utility is also one of the 
purposes to be served. It is doubt- 
less true that, as stated and illustrat- 
ed by the Commission in its report, 
the interest rate is a material factor 
in connection with the issuing or re- 
funding by utility companies of their 
bonds. But in this case we are deal- 
ing with a reduction of the interest 
rate, which, if agreed to by the bond- 
holders, will improve the credit of 
appellant. 

In its report the Commission, in 
justification of its order, remarked 
(15 P.U.R.(N.S.) at p. 496): 
“Where public service companies are 
financially mismanaged, the general 
public suffers. Each additional secu- 
rity issue, each variation in the inter- 
est rate of security issues, each 
change in maturity date, has its effect 
upon the ability of the company to 
serve the public. We feel that the 
legislature has placed upon this Com- 
mission the duty to investigate all 
significant changes in the security 
structures of public service companies 
where such changes might adversely 
affect the public, and has conferred 
upon us the power to forbid changes 
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been Mnot in the public interest. In our lic Service Commission, 277 Pa. 472, 
most, opinion, a variation in the interest 478, P.U.R.1923E, 367, 121 Atl. 
s and Mrate of a security constitutes an im- 488. 

Ity is {portant change in that security, and a In our opinion, a reduction in the 

»f the change which might well be fraught interest rate of outstanding bonds, 

bonds Mwith danger to the public.” accomplished by the method here out- 

lative If the bondholders of appellant are lined by appellant, would not consti- 
willing to relieve it of a part of its tute the “issuing of securities” with- 

ssion Mminterest burden, we are unable to per- in the common and ordinary meaning 
the Mceive any possible danger to its pa- of those words as used in § 4 of the 

t the MM trons. amendatory act and the other sections 

curi- It may be that it would be proper to which reference has been made. 

- un- Mand wise for the legislature to give It is frankly stated by the Commis- 
the fg the Commission jurisdiction over such sion that no other case “with facts 
and (contracts as are here involved. That wholly analogous to those here in- 

f the Mis a question with which we have no_ volved” has come before it since the 

yubt- Mconcern. Our only duty is to deter- approval of the amendments. As we 

trat- [mine whether it has done so. In per- understand the cases cited as having 
port, Mm forming that duty it must be kept in some bearing upon the question, 
ctor [mind that the Commission does not there was in each of them some addi- 

- re. [Mg have jurisdiction over all contracts of tional feature, such as an extension 

heir [a public service company, or over its of the date of maturity, or a different 

leal. Mentire financial management. In or- method of procedure. Until the leg- 
rest Je der to justify an exercise of author-  islature has conferred upon the Com- 
ynd- [ity it must be able to point to lan- mission, in language more explicit 


m cuage in the statute which, without 


being interpreted in a forced or 
strained sense, confers that authority 
upon it: Bell Teleph. Co. v. Public 
Service Commission (1935) 119 Pa. 
Super. Ct. 292, 11 P.U.R.(N.S.) 1, 
181 Atl. 73; Swarthmore v. Pub- 


than any to which our attention has 
been directed, the authority it seeks 
to exercise in this case we must hold 
that authority does not exist. 

Order reversed and record remitted 
to the end that the rule may be dis- 
charged. 





OREGON PUBLIC UTILITIES COMMISSIONER 


Re Oregon-Washington Telephone 
Company 


[U-F-704-T-49, P. U. C. Or. Order No. 3987.] 


Depreciation, § 42 — Charges to reserve — Repairs. 
1. Repairs, under the uniform system of accounts, will not be permitted 
to be charged to the depreciatien reserve of a telephone company, p. 136. 
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Depreciation, § 16 — Depreciable fixed capital — Telephone station installations 
and drop and block wires. 
2. Telephone station installations and drop and block wires, under the sys. 
tem of accounts prescribed for telephone companies, are classified as non- 
depreciable property, p. 136. 


Depreciation, § 26 — Expense related to actual depreciation. 
3. The utility’s stockholders or ratepayers are injured unless proper de- 
preciation rates are used so that the depreciation reserve balance approx- 


imates very closely the actual depreciation existing in the property, p, 
136. 


Apportionment, § 3 — Depreciation reserve — Primary accounts. 

4. Segregation of a telephone company’s depreciation reserve balance into 
primary accounts by prorating the reserve balance on the ratio that the 
depreciable fixed capital primary accounts bear to the total depreciable 
fixed capital, and then charging or crediting actual debits and credits to 
the depreciation reserve by primary accounts, is an incorrect method, since 
it assumes that the property in each primary account is of the same average 
age and has depreciated to the same extent; any breakdown of a deprecia- 
tion reserve balance into primary accounts requires an analysis of the debits 
and credits to the reserve account and an assignment thereof to the various 
primary accounts, p. 137. 


Depreciation, § 26 — Annual allowance — Effect of excessive reserve. 
5. The depreciation rate for the future should be less than it would other- 
wise be when the existing reserve balance is excessive, in order that the 
reserve balance may be reduced so that it will more closely approach the 
actual depreciation existing in the property, p. 138. 

Depreciation, § 26 — Annual allowance — Relation to accrued depreciation. 
6. A company cannot logically expect ‘to recover depreciation on its prop- 
erty on the basis of straight-line depreciation and at the same time claim 
some other method totally inconsistent therewith as a basis of determining 
accrued depreciation in a rate and valuation proceeding, since by this means 
it would obtain from the ratepayers a capital contribution upon which it 
would be entitled to a return, p. 138. 

Depreciation, § 16 — Depreciable property — Right of way. 
7. Classification of a right-of-way account as a depreciable fixed capital 
account is based upon the premise that the right of way included therein 
has a limited term life, and further accruals to such an account which is 
already large should be halted until such time as the company is able 
definitely to show what limited term rights of way are included therein, 
. 139. 
r [January 14, 1937.] 


| gt caesggeed on Commissioner's own motion of rates, 
charges, methods, procedure, rules, and regulations with 
respect to the account for depreciation and the establishment of 
a reserve therefor by telephone utilities; depreciation rates 
established for a telephone company. 
¥ 
WaLuace, Commissioner: This 1935, on the Commissioner’s own 
matter was instituted on November 2, motion by the entry of P. U. C. Ore- 
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gon Order No. 3010. Said order was 
issued in accordance with § 61-217, 
Oregon Code Anno., which provides 
as follows: 

“Depreciation Account — Purposes 
for Which Expended. Every public 
utility shall carry a proper and ade- 
quate depreciation account whenever 
the Commission after investigation 
shall determine that such depreciation 
account can be reasonably required. 
The Commission shall ascertain and 
determine what are the proper and 
adequate rates of depreciation of the 
several classes of property of each 
public utility. The rates shall be such 
as will provide the amounts required 
over and above the expenses of main- 
tenance, to keep such property in a 
state of efficiency corresponding to 
the progress of the industry. Each 


public utility shall conform its depre- 


ciation accounts to such rates so as- 
certained and determined by the Com- 
mission. The Commission may make 
changes in such rates of depreciation 
from time to time as it may find to be 
necessary. 

“The Commission shall also pre- 
scribe rules, regulations, and forms 
of accounts regarding such depreci- 
ation which the public utility is re- 
quired to carry into effect. 

“All moneys thus provided for 
shall be set aside out of the earnings 
and carried in a depreciation fund. 
The moneys in this fund may be ex- 
pended in replacements, new construc- 
tien, extensions, or additions to the 
property of such public utility, or in- 
vested, and if invested the income 
from the investments shall also be 
carried in the depreciation fund. 
This fund and the proceeds thereof 
shall be used for no other purpose 
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than as provided in this section and 
for depreciation.” 

Said order provided “that all Class 
A and Class B telephone companies 
conducting an intrastate business in 
this state file with the Com- 
missioner not later than February 1, 
1936, a schedule of depreciation 
rates for property located 
within the state of Oregon which 
they propose to apply and place upon 
their books for the year 1936, togeth- 
er with such supplemental data as will 
make the submittal made to the Com- 
missioner in I. C. C. Docket No. 
14700 (177 Inters. Com. Rep. 351) 
applicable to the year 1936.” 

Pursuant thereto the Oregon- 
Washington Telephone Company 
duly filed a schedule of depreciation 
rates which it proposed to apply and 
place upon its books for the year 
1936. The said schedule of depreci- 
ation rates was examined and inves- 
tigated, and the Commissioner being 
of the opinion that additional infor- 
mation might be obtained through 
testimony of witness, set the mat- 
ter down for hearing. Pursuant to 
Order No. 3885 entered on the 7th 
day of December, 1936, the hearing 
was held on December 17, 1936, at 
the office of the Commissioner in 
Salem, Oregon, at the hour of 10 
o’clock a. M. before Examiners T. O. 
Russell and Melwood W. Van 
Scoyoc, at which time and place the 
following appearance was entered: 
Minor Corman, Hood River, Presi- 
dent, appearing for Oregon-Wash- 
ington Telephone Company. 

The Interstate Commerce Commis- 
sion under the provisions of the 1920 
amendments to its act commenced a 
proceeding docketed as No. 14700 for 
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the purpose of determining - proper 
depreciation rates for telephone com- 
panies. 

Under its order of July 20, 1931, 
entered in said proceeding, certain 
depreciation schedules and support- 
ing information were to be filed with 
state Commissions as well as with 
the Interstate Commerce Commis- 
sion. Pursuant thereto the Oregon- 
Washington Telephone Company filed 
such a schedule on July 25, 1934. 
Subsequently, the Communications 
Act of 1934 became effective and Fed- 
eral regulation of telephone companies 
was placed in the hands of the Fed- 
eral Communications Commission. 
Further proceedings in Docket No. 
14700 were indefinitely postponed by 
order of the Federal Communications 
Commission. No recommendations 
were made by the Commissioner to 
either the Interstate Commerce Com- 
mission or the Federal Communica- 
tions Commission with respect to 
rates of depreciation of the Oregon- 
Washington Telephone Company. 

The Oregon-Washington  Tele- 
phone Company was organized July 
18, 1907, and operates in both the 
states of Oregon and Washington. 
Its Oregon operations are restricted 
to the exchange system at Hood 
River and the territory immediately 
adjacent thereto. 

The depreciation reserve of the 
company appears to have been segre- 
gated between states in the year 1918 
and thereafter the annual balances 
thereof and the debits and credits 
thereto are available for the Oregon 
property. They are as follows: [Ta- 
ble omitted]. 

[1] Included in the “Debits” in the 
above tabulation is an aggregate 
17 P.U.R.(N.S.) 


amount of $64,608.27, representing 
“Repairs Charged to Reserve.” The 
practice of charging to the depreci- 
ation reserve a portion of the main. 
tenance expense was discontinued by 
the company in the year 1933. Un- 
der the Uniform System of Accounts 
adopted, effective January 1, 1937, 
“repairs” will not be permitted to be 
charged to the depreciation reserve. 
This in and of itself will have a very 
considerable effect upon the future 
rates of depreciation. 

In the tabulation set forth below 
there are shown for each of the years 
1917 to 1935, inclusive: (1) The 
book cost of the Oregon depreciable 
fixed capital; (2) the balances in the 
depreciation reserve for Oregon; (3) 
the per cent relationship of the depre- 
ciation reserve balances to said book 
cost of depreciable fixed capital. [Ta- 
ble omitted. ] 

The balances as shown for the 
years 1931 to 1935, inclusive, are 
subject to revision for the reason that 
the heretofore mentioned adjustments 
made during said years on account of 
the telephone instruments carried in 
the materials and supplies accounts 
were incorrect and resulted in an ex- 
cessive credit to the depreciation re- 
serve of approximately $13,000. If 
this correction be made (the company 
corrected its books for same during 
the year 1936) the per cent relation- 
ships for the years 1931 to 1935, in- 
clusive, would be as follows: 


[2, 3] Included in the above tabu- 
lation of the depreciable fixed capital 
are the accounts for station installa- 
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tions and drop and block wires. Un- 
der the system of accounts prescribed 
by the Commissioner such items 
are classified as nondepreciable prop- 
erty. These two accounts aggregate 
$10,275.71 as of December 31, 1935, 
and if said amount be deducted from 
the total depreciable fixed capital as 
of said date the per cent relationship 
for the year 1935 becomes 41.28 per 
cent. Mr. Corman testified that in 
his opinion the per cent condition of 
the Oregon property is somewhere 
between 78 per cent and 80 per cent 
and no relationship existed between 
the book depreciation of the property 
and the actual condition thereof. 
This contention is familiar to the 
Commissioner. There are, of course, 
instances where the amount collected 
for depreciation has been insufficient, 
and other instances where the amount 
collected from the ratepayers for de- 
preciation has been excessive. In 
neither of these cases will the balance 
in the depreciation reserve on the 
company’s books equal the accrued 
depreciation existing in the property. 

If proper depreciation rates are 
used the depreciation reserve balance 
should approximate very closely the 
actual depreciation existing in the 
property, and unless it does so, the 
utility’s stockholders or ratepayers 
are being injured. In the present in 
stance we feel that too much has 
been collected from the ratepayers for 
depreciation in past years. 

[4] In 1933 the company segregat- 
ed its depreciation reserve balance for 
the Oregon property into primary ac- 
counts by prorating the reserve bal- 
ance on the ratio that the deprecia- 
ble fixed capital primary accounts 
bore to the total depreciable fixed 
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capital. Since that time the actual 
debits and credits have been charged 
or credited to the depreciation reserve 
by primary accounts. Obviously, the 
method used by the company was in- 
correct, for it assumed that the prop- 
erty in each primary account was of 
the same average age and had depre- 
ciated to the same extent. Any 
breakdown of a depreciation reserve 
balance into primary accounts will re- 
quire an analysis of the debits and 
credits to the reserve account and an 
assignment thereof to the various 
primary accounts. The Commission- 
er must, therefore, disregard the re- 
serve balances by primary accounts 
as set forth on Exhibit I herein and 
consider only the total reserve balance 
as adjusted. 

The rates of depreciation which 
the said Oregon-Washington Tele- 
phone Company proposes to apply for 
the year 1936 to its Oregon property 


are as follows: 
Rate of 
Account Depreciation 
No. Plant Accounts 
201 Organization 
207 Right of way 
210 Land and buildings 
211 + Land 
212 ~=Buildings 
220 Central office equipment 
221 Central office equipment .. 
231 Station apparatus 
232 Station installations 
234 Private branch exchange .. 
235 Booths 
Exchange pole lines 
242 Exchange cable 
243 Exchange aerial wire 
243. Exchange aerial wire 
233 Drop and block wire 
244 Exchange underground con- 
duit 
251 Toll pole lines 
253 Toll aerial wire 
256 Toll submarine cable 
260 General equipment 
261 Furniture and fixtures . 
264 Vehicles and other work 
equipment 


Composite rate 
17 P.U.R.(N.S.) 
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These rates produce an amount 
chargeable to operating expense for 
the year 1936 of $10,310.50. The 
composite rates of depreciation which 
the company has used in past years, 
together with the actual accruals in 
dollars charged to operating ex- 
penses, are shown in the tabulation 
here below: 


Composite 
Rate on 
Depreciable 
Fixed Capital 
2.88 
2.69 
4.97 
4.36 
2.74 
2.74 
4.58 
4.56 
4.37 
4.44 
4.38 
4.50 
4.84 
5.03 
5.07 
5.84 
5.60 
4.97 


Annual 
Depreciation 

harge 

$4,553.38 


10,529.41 


The above rates of depreciation, as 
well as the rates proposed for the 
year 1936, are based upon “straight- 
line depreciation.” 


[5,..6] The Commissioner’s ac- 
counting staff produced an exhibit 
(No. 3 herein) showing that the 
composite rate of depreciation for 
the year 1936 should be 3.33 per cent 
of the depreciable fixed capital. This 
rate was based upon a study of the 
company’s actual experience using the 
“turn over method” of determining 
depreciation rates wherever possible. 
This study, while taking into consid- 
eration that the company’s experience 
showed its past rates to have been ex- 
cessive, did not give any considera- 
tion to the correction of the excessive 
depreciation reserve which has now 
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accumulated. It was stated that if 
the excessive reserve were to be re- 
duced the rate of depreciation for 
the future should be less than 3.33 
per cent. The Commissioner is of 
the opinion that the excessive reserve 
balance should be reduced so that it 
more closely approaches the actual 
depreciation existing in the prop- 
erty. 

It was stated by Mr. Corman that 
the retirement of the central office 
equipment in the Hood River ex- 
change is imminent and would take 
place within the next few years. A 
large portion of such equipment is 
now twenty-three years old. Such 
retirement will result in a consider- 
able decrease in the depreciation re- 
serve balance and it was contended 
that the present accrual should be con- 
tinued to care for such retirement. 
It should be pointed out that when 
such a replacement is made the de- 
preciation existing in the property 
will likewise be considerably de- 
creased, due to the addition of new 
property to the exchange system at 
100 per cent condition. In the face 
of his testimony that the retirement 
of the central office equipment at 
Hood River is imminent and would 
take place in the next few years, Mr. 
Corman stated that the per cent con- 
dition thereof at present was 90 per 
cent and that such per cent condition 
would be claimed by the company in 
a rate proceeding. 

The company’s position appears 
illogical. How can it expect to re- 
cover depreciation on its property 
from its ratepayers on the basis of 
“straight-line depreciation” and at 
the same time claim some other meth- 
od totally inconsistent therewith as a 
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basis of determining accrued depreci- 
ation in a rate and valuation proceed- 
ing? If it is successful in such a 
position, it will have obtained from 
the ratepayers a capital contribution 
upon which it will be entitled to a re- 
turn. See Lindheimer v. Illinois Bell 
Teleph. Co. (1934) 292 U. S. 151, 
78 L. ed. 1182, 3 P.U.R.(N.S.) 337, 
54S. Ct. 658. 

[7] The company has included in 
its depreciation rates a rate of 4 per 
cent per annum on its Right-of-way 
account, which rate is based upon an 
estimated life of twenty-five years. 
The company was unable to show 
what right of way it held in Oregon, 
and whether the amount included in 
the said Right-of-way account repre- 
sented limited term or perpetual 
rights of way. No additions or re- 
tirements have been made to this ac- 
count since 1919. While this ac- 
count is ordinarily classified as a de- 
preciable fixed capital account, such 
classification is based upon the prem- 
ise that the right of way included 
therein has a limited-term life. In 
view of the large amount already ac- 
crued on this account, it is the opinion 
of the Commissioner that further ac- 
cruals thereon should be halted until 
such time as the company is able to 
definitely show what limited-term 
rights of way are included therein. 

The Commissioner is confronted 
in this proceeding with the problem 
of determining proper and adequate 
rates of depreciation in accordance 
with the provisions of § 61-217, Ore- 
gon Code 1930, hereinbefore set 
forth. The rates of depreciation 
which the utility has used in past 
years, and the rate proposed herein 
for the year 1936, are unquestion- 


139 


ably in excess of proper and adequate 
rates. The Commissioner’s account- 
ing staff, as heretofore stated, con- 
cluded that a depreciation rate of 3.33 
per cent of the depreciable fixed cap- 
ital would be sufficient to care for 
accruing depreciation in the Oregon 
property. This rate did not take into 
consideration correction of the exces- 
sive reserve balance which has now 
accumulated. 

As heretofore stated, the effect of 
the change in the Uniform System of 
Accounts relating to “Repairs 
Charged to Reserve” is of much im- 
portance and must be given consid- 
eration in the fixing of future rates 
of depreciation. 

It is obvious that if a correction is 
to be made of the excessive reserve 
balance, the rate of depreciation 
should be reduced below the rate of 
3.33 per cent. Just how much re- 
quires the exercise of judgment? 
There is no formula which can be 
readily applied, and experience is the 
only test. In the judgment of the 
Commissioner, the rate of 2} per cent 
of the depreciable fixed capital in 
Oregon will be sufficient for the year 
1936. 

Under the provisions of § 61-217, 
Oregon Code 1930, the Commission- 
er is given authority to make such 
changes in the rates of depreciation 
as may be found necessary, and it is 
the intention of the Commissioner to 
continue to supervise the depreciation 
rates of Oregon-Washington Tele- 
phone Company and to make what- 
ever revisions in said rates as may be 
found necessary in order to prevent 
injury to either the company’s rate- 
payers or its stockholders. 

The Commissioner having consid- 
17 P.U.R.(N.S.) 
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ered the entire matter, the testimony 
offered at said hearing, and the files 
and records herein, does now, there- 
fore, find and conclude as follows: 


I 


That the depreciation reserve of 
the Oregon-Washington Telephone 
Company for the state of Oregon is 
grossly excessive and is more than is 
required to take care of the actual de- 
preciation existing in the property. 


II 


That the considerable difference 
new existing between the depreciation 
reserve and the actual depreciation of 
Oregon-Washington Telephone Com- 
pany for the state of Oregon should 
be gradually reduced until said depre- 
ciation reserve approximates more 
closely the actual depreciation. 


ITI 


That the depreciation rate of 4.58 
per cent of the Oregon depreciable 
fixed capital proposed by the said 
Oregon-Washington Telephone Com- 
pany to be used during the year 1936 
in accruing depreciation upon its 
books is in excess of the company’s 
requirement for depreciation. 


IV 


That a depreciation rate of 24 per 
cent of the Oregon depreciable fixed 
capital of Oregon-Washington Tele- 
phone Company would produce an 


amount sufficient to reasonably care 
for depreciation accruing during the 
year 1936 in the Oregon property of 
said company and prevent the further 
swelling of an already excessive de- 
preciation reserve. 


V 


That the Oregon fixed capital ac- 
count “Right of way” should not be 
considered as a depreciable account 
until such time as the company is able 
to show the ownership of right of 
way in Oregon and that such right of 
way is of limited-term life. 


VI 


That the Commissioner should re- 
serve jurisdiction herein for the pur- 
pose of supervising the rates of de- 
preciation of Oregon-Washington 
Telephone Company in the future, 
and in order to make whatever revi- 
sions therein as may be found neces- 
sary. 

Now, therefore, based upon the 
foregoing, it is 

Ordered that the Oregon-Wash- 
ington Telephone Company accrue 
depreciation on its books for the year 
1936 at the composite rate of 2} per 
cent of its Oregon depreciable fixed 
capital (excluding right of way). It 
is further 

Ordered that jurisdiction be ex- 
pressly reserved herein by the Com- 
missioner for the reasons hereinabove 
set forth. 
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PUBLIC UTILITIES COM. v. SACO RIVER TELEG. & TELEPH. CO. 


MAINE SUPREME JUDICIAL COURT 


Public Utilities Commission 


Saco River Telegraph & Telephone 
Company 


(— Me. —, 189 Atl. 186.) 


Appeal and review, § 8 — Decisions subject to review — Absence of orders. 
Exceptions to findings and alleged rulings of the Commission must be 
dismissed when the Commission has made no order, since exceptions do 
not lie to what is nothing more than an expressed intention of the Com- 
mission to do something in the future; and the result is the same with 
respect to exceptions to the admission and exclusion of evidence. 


{January 9, 1937.] 


Spree to findings of Public Utilities Commission; 


dismissed. 


Argued before Dunn, C. J., and 
Thaxter, Sturgis, Barnes, Hudson, 
and Manser, JJ. 

APPEARANCES: Benjamin F. 
Cleaves, of Portland, for plaintiff; 
Hiram Willard, of Sanford, for de- 
fendant. 


THAXTER, J.: The respondent, 
Saco River Telegraph & Telephone 
Company, purports to bring this case 
before this court on exceptions to 
certain findings and alleged rulings 
of the Public Utilities Commission. 

The proceeding originated on a 
complaint filed by the Standish Tele- 
phone Company against the re- 
spondent, seeking to determine the 
ownership of certain poles and equip- 
ment used in furnishing telephone 
service in the towns of Buxton and 
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Hollis, and to establish the respective 
rights of the two companies to sup- 
ply telephone service to such towns. 
The Commission, not being satisfied 
that the matter was properly before 
it, entered a complaint on its own mo- 
tion. The respondent filed an an- 
swer, in which was included by agree- 
ment what was in substance a cross- 
complaint. 

Hearings were had before the 
Commission which made certain find- 
ings. These are to the effect that 
the Saco River Telegraph & Tele- 
phone Company had unlawfully ex- 
tended its service to a certain portion 
of the area in question; that with re- 
spect to that part of the territory in 
which both companies have for some 
time operated, matters should for the 
present be left in statu quo, until the 
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ownership of certain of the facilities 
should be settled. The final para- 
graph of the findings reads as fol- 
lows: 

“In view of the foregoing conclu- 
sions we shall make no definite order 
herein at this time but the case will 
remain open on the Commission’s 
docket for such further hearing and 
order as may be required.” 

The respondent excepted to the ex- 
clusion of certain evidence and to the 
admission of other evidence, also to 
the findings of the Commission. 
These exceptions were allowed. 

The case is not properly before us. 
The Commission has made no order. 
It has suggested in its findings what 
order it may make under certain con- 
ditions. But exceptions do not lie to 
what is nothing more than an ex- 
pressed intent to do something in the 
future. The case is still open on the 
Commission’s docket. A somewhat 
analogous situation was presented in 
the case of Guthrie v. Mowry (1936) 
134 Me. 256, 184 Atl. 895, where it 


was held that an appeal from a de. 
cree based on findings of the Indus- 
trial Accident Commission was pre- 
mature when the record showed that 
the case had never been closed before 
the Commission. 

The result is the same with respect 
to the exceptions to the admission 
and exclusion of evidence. Until an 
enforceable order is made, it is im- 
possible for a party claiming to be 
aggrieved to show that the rulings 
excepted to are really prejudicial. 
The showing of prejudice is neces- 
sary, if exceptions to such rulings 
are to be sustained. Damariscotta- 
Newcastle Water Co. v. Damariscot- 
ta-Newcastle Water Co. (1936) 134 
Me. —, 15 P.U.R.(N.S.) 498, 186 
Atl. 799. 

In any event, orderly procedure re- 
quires that, except under certain 
well-recognized conditions not here 
present, cases shall not be brought be 
fore the law court piecemeal. 

Case dismissed. 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re Southeastern Gas & Water Company 


[Case No. 2458.] 


Rates, § 184 — Burden of proof — Transfer of production system. 
1. A natural gas distributing utility applying for authority to increase rates 
has the burden of proof to show by competent evidence that a transfer of 
the gas wells and production system to a producing company owned by 
the distributing company, and from which the distributing company pur- 
chases gas, did not adversely affect its customers, p. 144. 


Expenses, § 86 — Payment to affiliate — Natural gas cost — Affiliated companies. 


2. The Commission cannot determine the reasonableness of a rate proposed 
to be charged by a natural gas distributing utility unless and until it is 
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advised as to the reasonableness of the price being paid to an affiliated 


company for gas supplied, p. 144. 


[January 7, 1937.] 


NVESTIGATION and suspension of natural gas rates filed by 
distributing utility; rates canceled without prejudice. 


APPEARANCES: Koontz, Hurlbutt, 
and Revercomb, Charleston, for the 
Southeastern Gas and Water Com- 
pany; Dale G. Casto, Charleston, for 
the towns of Danville and Madison, 
protestants. 


By the Commission: In the above- 
entitled proceeding the Commission 
entered upon an investigation concern- 
ing the reasonableness of the rate for 
furnishing natural gas in the towns of 
Danville and Madison, stated in a 
schedule or tariff issued by the South- 
eastern Gas and Water Company on 
May 29, 1936, to become effective 
July 1, 1936, and designated First Re- 
vision of Original Sheet No. 4 to its 
tariff, P, S.C. W. Va. No. 1, cancel- 
ing Original Sheets Nos. 4 and 5 stat- 
ing the rates then in effect. 

The tariff so filed states a change in 
the rate for gas for domestic and com- 
mercial use from 25 cents per thou- 
sand cubic feet to 35 cents per thou- 
sand cubic feet, and cancels the rate 
of 20 cents per thousand cubic feet for 
industrial use, so that all gas sold 
would be at the rate of 35 cents per 
thousand cubic feet. The proposed 
rate has been suspended by proper 
orders and the use thereof deferred 
until April 27, 1937. 


The burden of proving that the rate 
stated in the tariff is just and reason- 
able was upon the Southeastern Gas 
and Water Company, hereinafter re- 


ferred to as the respondent, and it of- 
fered evidence for that purpose. 

On July 1, 1929, the Boone County 
Utilities Company, the respondent’s 
predecessor, acquired, through pur- 
chase, the assets of the Shields Oil and 
Gas Company, which assets included 
eight or nine gas wells, the leased acre- 
age in which the wells were drilled, the 
field and transmission lines used in 
gathering and transporting the gas 
from the wells to the place of con- 
sumption, the meters, regulators, and 
all other equipment used by the Shields 
Oil and Gas Company in its business 
of transporting and distributing gas 
to its customers. 

The Boone County Utilities Com- 
pany, shortly after taking over the 
business of the Shields Oil and Gas 
Company, divorced its production and 
transmission system from its distribu- 
tion system by selling its wells, field 
lines, transmission lines, meters, regu- 
lators, and other production equip- 
ment to an affiliated company, the 
Southeastern Gas Company. Since 
that time, it has purchased all the gas 
it sells from the Southeastern Gas 
Company at a price beginning with 12 
cents in 1929 and increased from time 
to time until it reached 17 cents in 
1935. 

On October 23, 1935, the Boone 
County Utilities Company filed with 
the Commission a petition for consent 
and approval to the transfer by it of 
all of its property, assets, business, and 
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franchises te the Southeastern Gas 
and Water Company, which consent 
and approval was given by an order of 
the Commission entered November 
16, 1935. 

Respondent’s Exhibit No. 3 shows 
that its total operating expenses, in- 
cluding taxes and management fee, for 
the 12-month period beginning July 1, 
1935, and ending June 30, 1936, were 
$21,464.12, and $13,056.85 of this 
amount, or over 60 per cent of the 
total operating expenses, represented 
payments to the Southeastern Gas 
Company for gas purchased. 

[1, 2] It appears at page 379 of the 
transcript of the reporter’s notes taken 
at a hearing held on July 24, 1935, 
that the Commission indicated to the 
respondent that its predecessor, the 
Boone County Utilities Company, hav- 
ing divorced its production system 
from its distribution system, the bur- 
den was upon it, since it was also the 
owner of the stock of the producing 
company, to show, by competent evi- 
dence, that such divorcement did not 
adversely affect its customers in the 
towns of Danville and Madison. 

It is developed in the record that the 
Southeastern Gas Company owns a 
number of wells in addition to those 
purchased from the Boone County 
Utilities Company, and that it is sell- 
ing gas produced by its wells gen- 
erally to the Clayco Gas Company in 
wholesale quantities at 14 cents per 
thousand cubic feet. 
veloped in the record that the South- 
eastern Gas Company is selling gas 
produced by two of its wells located 
near the town of Madison to the Lib- 
by-Owens Glass Company at 12 cents 
per thousand cubic feet, but does not 
show whether or not these two wells 
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It is also de-' 


were included in those sold by the 
Boone County Utilities Company to 
the Southeastern Gas Company. 

A further hearing was held in this 
proceeding on September 21, 1936, 
However, the respondent made no at- 
tempt to show the cost of gas pro- 
duced from the wells purchased by the 
Boone County Utilities Company from 
the Shields Oil and Gas Company and 
transferred to the Southeastern Gas 
Company. 

We are of the opinion that this case 
falls within the rule laid down by this 
Commission in Re Point Pleasant Nat. 
Gas Co. and cases cited therein, 2 W. 
V. P. S. C. Decisions, 455, 14 Ann. 
Rep. W. V. P. S. C. 190, P.UR 
1927B, 805. Having so concluded, it 
would serve no useful purpose at this 
time to consider the evidence of record 
respecting the respondent’s revenues 
and operating expenses or the value of 
its property, except to point out that, 
although the Shields Oil and Gas Com- 
pany kept accounting records and 
made annual reports to this Commis- 
sion, the Boone County Utilities Com- 
pany failed to take over these account- 
ing records as required by the rules of 
this Commission. Account No. 102 
of the Uniform Classification of Ac- 
counts prescribed by this Commission 
for natural gas utilities and in effect at 
the time the property was purchased, 
reads in part as follows: 

“In connection with the purchase of 
property chargeable to this account the 
utility shall procure all existing rec- 
ords, memoranda, and books of ac- 
counts in the possession or control of 
the grantor relating to the construc- 
tion and improvement of such proper- 
ty and shall preserve such records, 
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memoranda, and books of accounts 
until authorized by the Public Service 
Commission to destroy or otherwise 
dispose of them. If it is impracticable 
to transfer such records, memoranda, 
and books of accounts, the utility shall 
procure copies of them certified by the 
custodian of the originals.”’ 

It would seem that a further effort 
should be made by the respondent to 
locate the accounting records of the 
Shields Oil and Gas Company and we 
suggest that this be done. 

After a careful consideration of the 
record, the Commission is of the opin- 
ion and finds that the respondent, be- 
ing the successor of the Boone County 
Utilities Company and the owner of 
all of the stock of the Southeastern 
Gas Company, has the burden, under 
our statute, of showing, by competent 
evidence, that the transfer of the wells 
and other production property to the 
Southeastern Gas Company by the 
Boone County Utilities Company and 
which was a part of the assets ac- 
quired by it from the Shields Oil and 
Gas Company, did not adversely affect 


the respondent’s customers in the 
towns of Danville and Madison; that 
the respondent has failed to carry this 
burden; that it is not possible for the 
Commission, from the record, to de- 
termine the reasonableness of the rate 
proposed to be charged by the re- 
spondent unless and until it is advised 
as to the reasonableness of the price of 
17 cents per thousand cubic feet now 
being paid for it for gas furnished by 
the Southeastern Gas Company; and, 
therefore, the respondent’s tariff, des- 
ignated First Revision of Original 
Sheet No. 4 to its tariff, P. S.C. W. 
Va. No. 1, canceling Original Sheets 
Nos. 4 and 5, should be canceled and 
stricken from the tariff files of the 
Commission, without prejudice, how- 
ever, to the reopening of this proceed- 
ing, at the request of the respondent, 
without further pleading, for the pur- 
pose of giving it an opportunity, if it 
so desires, to offer additional testi- 
meny in support of the rate it pro- 
poses to put into effect. 

An order may be entered according- 


ly. 





MISSOURI PUBLIC SERVICE COMMISSION 


Public Service Commission 


Springfield Gas & Bleceric Company et al. 


[Case No. 9067.] 


Valuation, § 192 — Property included — Expenditure for new busses. 
1. A public utility company which is authorized to acquire the properties 
of a traction company, and after such acquisition to abandon street railway 
service and substitute trolley coach and bus service, is entitled to a legal 
rate of return on an additional capital expenditure for new busses, p. 


148. 
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Return, § 83 — Electric and bus utility. 
2. A return of 64 per cent, rather than 7 per cent as requested, was allowed 
on the used and useful property of a gas and electric company acquiring 
the properties of a traction company and substituting trolley coach and bus 
service in lieu of street railway service, p. 148. 


Expenses, § 27 — Cost of valuation — Amortization. 
3. A public utility company acquiring street railway properties and sub- 
stituting trolley coach and bus service in lieu of street car service was 
permitted to amortize over a period of five years the cost of the valuation 
proceeding, p. 148. 


Expenses, § 114 — Federal income tax. 
4. Federal corporate income taxes should be deducted from gross revenues 
or allowed as operating expense in calculating the proper return of a 
public utility company, p. 149. 

Expenses, § 2 — Powers of Commission — Effect of contract. 
5. The power of amortization is vested solely within the Commission, and 
it is beyond the power of a public utility company and a municipality by 
stipulation or otherwise to enter into any agreement concerning amortiza- 
tion that would be binding upon the regulatory body, p. 149. 


Expenses, § 37 — Amortization of loss — Combined utilities. 

6. A public utility company authorized by the Commission to acquire trac- 
tion property as part of a plan for substitution of busses for street cars 
was permitted, in view of the public interest in the transportation system 
and acquiescence by municipal authorities, to amortize out of a common 
fund or the fund received from all of the utility service a part of the 
losses incurred by reason of the change from street railway to busses to 
handle the mass transportation, notwithstanding the principle that as a 
general rule it is inequitable and unjust that the users of one class of 
utility service pay a higher rate in order to support another utility, p. 
149. 


Depreciation, § 42 — Charges to reserve — Bad investments. 


7. A depreciation reserve account should not be used for any purpose 
except that for which the reserve was created, and no part of a loss on 
securit:zs should be charged to such reserve, p. 150. 


[January 6, 1937.] 


| gperonety on investigation of rates and proposed agreement 

relating to financial matters and to substitution of motor 

carrier service for street car service; modified order entered. 
For original decision, see 16 P.U.R.(N.S.) 267. 


+ 


ANDERSON, Commissioner: This for a rehearing on a report and order 


matter is before the Commission on a 
motion for rehearing filed by the 
Springfield Gas & Electric Company 
and the Springfield Traction Compa- 
ny on November 12, 1936, asking 
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issued by the Commission on October 
23, 1936 (16 P.U.R.(N.S.) 267). 
The motion for rehearing was ac- 
companied by a proposed modified 
plan, setting out in detail features in 
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which the movants averred the Com- 
mission in its report and order had 
erred. 

An argument was held on the mo- 
tion for rehearing before four mem- 
bers of the Commission at its hear- 
ing room at Jefferson City, Missouri, 
on December 21, 1936, after the in- 
terested parties had been notified. The 
movants, the Springfield Gas & Elec- 
tric Company and the Springfield 
Traction Company, and the Utility 
Rate Payers Association were repre- 
sented by counsel ; the Taxpayers Con- 
servation League was represented by 
its agent, M. D. Lightfoot; and the 
Public Service Commission was rep- 
resented by members of its engineer- 
ing and accounting departments. 


The argument and evidence of- 
fered in support of the motion for 
rehearing were to the effect that the 
Commission in its report and order 
issued on October 23, 1936, supra, 
had committed error in that it found 
an excessive rate of return in the 
amount of $215,011 earned by the 
Springfield Gas & Electric Company ; 
also that the Commission had failed 
to take into consideration the rate of 
return upon the additional capital ex- 
penditure of $100,000 for the pur- 
chase of new busses; that the amount 
of $20,000, the prospective annual 
deficit for the operation of the busses, 
should have been charged to operating 
expenses instead of to depreciation re- 
serve ; and that the Commission erred 
in allowing the Springfield Gas & 
Electric Company to amortize only 
$113,160 of the open account of 
$457,810.18 owed by the Springfield 
Traction Company to the Springfield 
Gas & Electric Company, inasmuch 
as the Springfield Gas & Electric 
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Company was allowing a credit -of 
$149,400, which amount was to be de- 
ducted from the open account, the 
same being the value of the portion of 
the physical properties of the Spring- 
field Traction Company which would 
be used and useful in the substituted 
bus service, therefore leaving a balance 
of $308,410.18 of the open account, 
which amount the Springfield Gas & 
Electric Company claims was earned 
by the Springfield Traction Company 
with the exception of approximately 
$78,000. The Springfield Gas & Elec- 
tric Company states that the Commis- 
sion should not have deducted the 
sum of $195,250 from that account, 
the same being interest on the first 
mortgage 5 per cent bonds and interest 
on the income mortgage 5 per cent 
bonds. 

There was no objection to the 
phase of the Commission’s report and 
order pertaining to the writing down 
of the value of the Springfield Trac- 
tion Company securities owned by the 
Springfield Gas & Electric Company, 
in the amount of $852,925.23, which 
amount was charged to the capital sur- 
plus account. Of the remaining bal- 
ance of the securities account, $467,- 
075.07, the Commission authorized 
$165,811.86 to be charged to the ac- 
cumulated earnings surplus, the bal- 
ance of that account to be borne by 
the Springfield Gas & Electric Com- 
pany. 

In the Commission’s report and or- 
der the open account and the proposed 
plan of agreement were set out in de- 
tail. 

Another feature presented by the 
movants was that there were addition- 
al Federal taxes in the amount of 
$8,722, which should be allowed; also 
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that the cost of the valuation proceed- 
ing, approximately $80,000, should be 
amortized over a period of five years, 
or an annual amortization of $16,000, 
and charged to operating expenses. 

The Commission in its former re- 
port and order allowed $85,000 an- 
nually as a depreciation reserve. The 
company at this time maintains that 
the depreciation reserve annually 
should be 3 per cent of the tentative 
value depreciated as found by the 
Commission in its former report and 
order, which was in the amount of 
$3,289,796, or approximately the 
amount of $100,000 annually. 

The gross operating revenues for 
the year 1935, as shown by the com- 
pany’s 32nd annual report, were 
$1,154,308.80. The operating ex- 


penses for that period, as shown by 
said annual report, including taxes, 
with the exception of the Federal 


taxes heretofore mentioned, were 
$809,145.87. 

The tentative value depreciated of 
$3,289,796 does not include the addi- 
tienal expenditure of $100,000 for 
new busses, which was the tentative 
value depreciated used by the Com- 
mission in its former report and order 
in this matter. 

The company maintains it is en- 
titled to a 7 per cent rate of return on 
the used and useful property. 

For the Commission to properly dis- 
pose of the motion for rehearing in 
this cause of action it is necessary for 
it to consider the additional features 
that were argued by the attorneys for 
the movants, the Springfield Gas & 
Electric Company and the Springfield 
Traction Company, and as were shown 
by the evidence adduced in behalf of 
those companies. 
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[1, 2] The Commission in its for- 
mer report and order authorized the 
Springfield Gas & Electric Company 
to acquire the properties of the 
Springfield Traction Company, and 
after the acquisition of the same to 
abandon the present electric street rail. 
way service and substitute trolley 
coach and bus service in lieu thereof 
This would require an additional cap- 
ital expenditure of approximately 
$100,000 for new busses, on which 
amount the company would be en- 
titled to a legal rate of return. The 
depreciated value as shown by the evi- 
dence in this cause is $3,289,796, 
While the movant companies feel they 
are entitled to a 7 per cent rate of re- 
turn, the Commission is of the opinion 
that a 6} per cent rate of retum 
would be a fair rate of return on the 
used and useful property—or, in sub- 
stance, a 63 per cent rate of return 
on the depreciated value, which would 
not include the additional capital ex- 
penditures, would be $213,836. The 
company should also be required to 
set up a depreciation reserve or depre- 
ciation annuity of $90,000 annually, 
or there should be available for the 
return and depreciation reserve the 
amount of $303,836, which amount 
does not include a rate of return on 
the additional capital expenditure for 
the busses. With that amount in- 
cluded the amount that should be 
available for the depreciation and re- 
turn would be $310,336. 

[8] The movant company should 
also be authorized to amortize out 
the cost of the valuation proceeding, 
which cost totals at the present time 
approximately $80,000. This should 
be amortized out over a period of five 
years, or $16,000 annually. 
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The Commission feels that the 
bmortization of the portion of the 
ppen account as set out in its former 
eport and order is proper. In said 
eport and order the Springfield Gas 
k Electric Company was authorized 
9 amortize over a period of ten years 
he amount of $113,160, the amount 
aving been ascertained by subtract- 
ng the amount of the used and useful 
property of the Traction Company, 
149,400, and the amount of $195,- 
50, the interest due on the first mort- 
page 5 per cent bonds and the interest 
pn the income mortgage 5 per cent 
bonds, from the amount of the open 
bccount, which was $457,810.18. This 
pen account is an account owed by 
he Springfield Traction Company to 
he Springfield Gas & Electric Com- 


[4] Concerning the item of $8,722, 


ndditional Federal corporate income 
axes, it is conclusive that the same 
hould be charged as operating ex- 
benses, Galveston Electric Co. v. Gal- 
eston, 258 U. S. 388, 66 L. ed. 678, 

.U.R.1922D, 159, 42 S. Ct. 351, as 
here is no distinction between state 
nd Federal taxes or between income 
axes and others. In calculating the 
proper return Federal corporate in- 
ome taxes should be deducted from 
he gross revenues or allowed as op- 
rating expenses. 

[5, 6] Under the original agree- 
nent and the modified plan of agree- 
ment entered into between the Spring- 
eld Gas & Electric Company and the 
ity of Springfield there was a provi- 
ion to the effect that the Springfield 
1as & Electric Company be permitted 
0 amortize out annually, and allow 
he same as operating expenses, the 
Dsses incurred by reason of the change 
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from street railway to busses to han- 
dle the mass transportation in an 
amount not to exceed annually $20,- 
000. It is conclusive that the power 
of amortization is vested solely with- 
in this Commission, and it is beyond 
the power of the movant companies 
and the city of Springfield by stipu- 
lation or otherwise to enter into any 
agreement concerning the same which 
could be binding upon this regulatory 
body. If it were true that the city 
and movant companies could by stipu- 
lation or otherwise control the amor- 
tization it would mean that the nadir 
of regulation had been reached. The 
polar star by which this Commission 
must be guided is public interest and 
public welfare, and since there is a 
public demand for mass transporta- 
tion in the city of Springfield and 
since the proposed change will result 
in improved service and since it is 
admitted that the transportation sys- 
tem is being operated at a loss it nec- 
essarily follows that the Commission 
should consider what effect, if any, 
there would be to the public interest 
as the result of the substituted trans- 
portation service proposed by the mov- 
ant companies. As an eminent prin- 
ciple of regulation each utility should 
be required to stand upon its own mer- 
its, and therefore a regulatory body 
should not permit one class of patrons 
or customers to pay in portion or part 
for the services rendered to another 
class of patrons or customers. The 
Commission as a regulatory body 
should not authorize a utility to favor 
one class of utility users or patrons 
over another, which as a general rule 
would be inequitable and unjust; in 
the instant case such action would be 
discriminatory, favoring the street car 
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users or transportation patrons. How- 
ever, in the case at bar, since the pub- 
lic welfare in the city of Springfield 
seems te warrant the action as to the 
substituted service, the city having 
agreed to the same, and since the 
losses resulting on account of said 
substituted service may be amortized 
out of a common fund or the fund re- 
ceived by the movant companies from 
all of the utility service of the Spring- 
field Gas & Electric Company and the 
Springfield Traction Company with- 
out materially affecting the electric, 
heating, or gas rates the Commission 
is inclined to look upon same with fa- 
vor and will grant the amortization, in 
part, of the losses as heretofore set 
out and requested by the movant com- 
panies and the city of Springfield, bur 
in the event the rates of the electric 
users or the users of the heating serv- 
ice become burdensome or unreasona- 
ble such situations can be relieved by 
appropriate proceedings. 

[7] Another feature the Commis- 
sion should consider is the purchase 
by the Springfield Gas & Electric 
Company of the securities of the 
Springfield Traction Company in the 
amount of $1,320,000, as under the 
proposed agreement and the modified 
plan the Springfield Gas & Electric 
Company proposes to eliminate this 
account by charging $852,925.23 of 
that loss on the traction company’s se- 
curities to the capital surplus account, 
and the balance of $467,075.77 to the 
depreciation reserve account, thereby 
eliminating the bad investment of the 
traction company’s securities in the 
amount as heretofore stated. We see 
no objection to charging a portion of 
that loss, $852,925.23, to the capital 
surplus account, but the application of 
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the remaining balance to the deprecia- 
tion reserve or retirement reserve, 
which depreciation reserve would be 
directed by this Commission by the 
issuance of a report and order author. 
izing said retirement reserve would be 
fundamentally wrong, as the retire. 
ment reserve should only be used by a 
public utility as designated by Rule 
251 of the Uniform System of Ac- 
counts for Electric Utilities as promu- 
gated by the Commission effective 
January 1, 1932, and therefore the de- 
preciation reserve account should not 
be used for any other purpose except 
that for which the reserve was cre- 
ated. We feel that it would be per- 
missible to charge a portion of the 
$467,075.77 to another account of the 
movant company, which is accumulat- 
ed earnings surplus, which on Decem- 
ber 13, 1935, was shown to be $165, 
811.86. 


From the conclusions heretofore 
reached it necessarily follows that the 
motion for rehearing filed on behalf 
of the movant companies, the Spring- 
field Gas & Electric Company and the 
Springfield Traction Company, should 
be sustained in part in so far as the 
Springfield Gas & Electric Company 
will be permitted and authorized to 
amortize out the cost of the valuation 
proceeding over a period of five years; 
also authorized to charge to operating 
expenses the losses incurred by the 
substituted service of busses and trol- 
ley coaches for the present street rail- 
way system in an amount not ex- 
ceeding $20,000 annually ; also author- 
ized to charge to operating expenses 
the additional Federal corporate in- 
come tax, and to charge certain items 
to the surplus account and accumv- 
lated earnings surplus of the Spring- 
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field Gas & Electric Company; also a 
provision for the substituted bus serv- 
ice and trolley coach service for the 
present street railway system which 
the Commission in the instant case 
deems permissible and advisable. 


The order issued by the Commis- 
sion on the 23rd day of October, 
1936, supra, will be and the same is 
hereby set aside and held for naught. 

An order expressing the views as 
heretofore set out will accordingly be 
so issued. 


Hargus, Chairman, Boyer, Nortoni, 
and Ferguson, Commissioners, con- 
cur. 

ORDER 


A report having been filed on this 
date, 

It is, therefore, 

Ordered: 1. The motion for rehear- 
ing by the Springfield Gas & Electric 
Company and the Springfield Traction 
Company filed with the Commission 
on November 12, 1936, is approved 
to the extent hereinafter set out. 

Ordered: 2. That the Springfield 
Gas & Electric Company is hereby di- 
rected to reduce its electric rates in 
the amount of $178,788.93. It is au- 
thorized to file a new schedule of rates 
authorizing said reduction on or be- 
fore January 15, 1937, to become ef- 
fective February 1, 1937. 

Ordered: 3. That the Springfield 
Gas & Electric Company is hereby au- 
thorized to acquire the physical prop- 
erties of the Springfield Traction 
Company used and useful for the bus 
operations at the value of $149,400; 
also, authorized to discontinue street 
car service and abandon operation of 
the street car tracks and to operate 
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trolley coaches and motor coaches in 
lieu thereof. 

Ordered: 4. That the Springfield 
Gas & Electric Company is hereby au- 
thorized to spend $100,000 for the 
purchase of new busses, and the ex- 
penditure therefor to be treated as 
capital expenditure. 

Ordered: 5. That the Springfield 
Gas & Electric Company is hereby au- 
thorized to charge the actual deficit 
annually in the operation of the trans- 
portation company to operating ex- 
penses, provided there is a deficit cre- 
ated by said operation, but the amount 
shall not exceed $20,000 annually. 

Ordered: 6. Until further orders 
of the Commission are received the 
Springfield Gas & Electric Company 
is hereby authorized to make an an- 
nual charge to operating expenses in 
the sum of $11,316 to apply on the 
amortization as herein provided for. 

Ordered: 7. That the Springfield 
Gas & Electric Company is hereby au- 
thorized to charge to operating ex- 
penses over a period of five years the 
cost of the valuation proceeding and 
to amortize the same out annually not 
to exceed an amount of $16,000 per 
year. 

Ordered: 8. That the Springfield 
Gas & Electric Company is hereby au- 
thorized to charge off or eliminate a 
part of the account of the stocks and 
securities of the Springfield Traction 
Company in the amount of $852,- 
925.23 by charging the same to sur- 
plus account; it shall also be author- 
ized to charge off to the accumulated 
earnings surplus the amount of $165,- 
811.86 of the account of the stocks 
and securities of the Springfield Trac- 
tion Company. 
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Ordered: 9. That the Springfield 
Gas & Electric Company is hereby di- 
rected to set aside each year from the 
operating revenues of that company 
the sum of $90,000 annually plus 3 
per cent of the additions and better- 
ments to the said electric and trans- 
portation properties as a depreciation 
or retirement reserve fund; all net ad- 
ditions and betterments to be consid- 
ered after the date of the completion 
of the inventory and appraisal in this 
case. 

Ordered: 10. That the Springfield 
Gas & Electric Company shall keep 
separate, true, and accurate accounts 
showing the used and useful property 
it acquires from the Springfield 
Traction Company to be used in the 
operation of the busses and trolley 
coaches. At the end of six months 
from the effective date of this order 
the company shall make a verified re- 
port to the Commission showing the 
used and useful property acquired 
from the Springfield Traction Com- 


pany for the bus services. 
vouchers, and records shall be opg 
to audit and may be audited from tin 
to time by accountants and examine 
designated for such purpose by tly 
Commission. 

Ordered: 11. That the Commissic, 
shall retain jurisdiction of this pm 
ceeding for the purpose of making fy 
ture orders as to the value of thy 
properties involved, and to make f 
ture orders in conformity to the pri 
ciples expressed herein and as th 
facts may hereafter warrant. 

Ordered: 12. That this order shd 
become effective ten days from thi 
date, and that the secretary of thi 
Commission shall serve certified copig 
of this report and order upon all in 
terested parties, and said interested 
parties shall notify the Commissio 
before the effective date of this orde 
in the manner prescribed by § 51450 
the Rev. Stats. of Missouri, 1929, a 
to whether the terms of this order ar 
accepted and will be obeyed. 
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Certificates of convenience and necessity 


, § 11 — Commission jurisdiction — Effed 


of general order — Rural extensions. 
1. The Commission has authority to require, in its discretion, that a publi 
utility secure Commission authorization for an electric extension evtl 
though it be exempt under General Order 2—U-965, in view of the Com 
mission’s general jurisdiction over extensions and statutory provisions # 
to compliance with any applicable general or special order of the Cott 


mission, p. 154. 
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ranchises, § 61 — Indeterminate permits — Nonexistence in towns. 
2. No exclusive franchises or indeterminate permits exist in rural towns 
for public utilities under existing statutes and court decisions, p. 157. 
[December 28, 1936.] 


“Pprcsinwiats against proposed extension by electric utility 
company; complaint dismissed. 


By the Commission: The issue 
presented to the Commission for deci- 
jon in this docket is whether the 
ommission can and should assume 
jurisdiction over a proposed extension 
of 2.9 miles of rural electric line by 
Visconsin Public Service Corporation 
in the town of How, Oconto county, 
even though such extension qualifies 

der General Order 2—U-965 (15 
P.U.R.(N.S.) 364) as an exempt 
rural line extension for which the pub- 
lic utility need not secure Commission 
authorization prior to construction. 

By a complaint received December 
10th, the How town board and twen- 
ty-eight other petitioners made vari- 
us allegations and asked the Commis- 
sion to cancel the corporation’s “‘in- 
determinate contract” in the town of 
How “as far as they have no lines at 
present so that the town board is at 
iberty to turn the unoccupied territory 
over to the Northeastern Electric Co- 
operative’ and to enjoin Wisconsin 
Public Service Corporation “to cease 
all extension work in the town of How 
until this issue has been settled.” 

This complaint was filed under pro- 
visions of § 196.26, Wisconsin Stat- 
utes, which calls for twenty days’ no- 
tice of investigation and hearing. All 
parties, however, waived their rights 
to such notice, and hearing was held 
at Oconto on December 22nd upon no- 
tice issued December 14th. Appear- 
ances were: 
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Petitioners, consisting of How 
Town Board, Oconto County, and 
twenty-eight others, by Michael F. 
Kresky and Meyer Cohen, Green Bay, 
Attorneys, and J. H. Bartz, Town 
Chairman; Northeastern Electric Co- 
Operative, by Kresky and Cohen, the 
Reverend Otto W. Schreiber, Suring, 
President, and J. I. Etheridge, Oconto 
County Agricultural Agent; Rural 
Electrification Codrdination, by Cur- 
tis Siegel, Madison, Senior Clerk; 
Wisconsin Public Service Corpora- 
tion, by Walter Bie, Green Bay, Attor- 
ney, and A. J. Goedjen, Green Bay, 
Division Superintendent. 

At this hearing the opening state- 
ment of petitioners’ counsel revealed 
that the cause of the complaint was 
solicitation of customers in the town 
of How by the corporation and a pro- 
posal to build an extension of existing 
rural electric lines in the town 2.9 
miles long without application to or 
authority from the Commission under 
an exemption provided in Rule 1, 
General Order 2-U-965 (p. 15, 
August 27, 1936, revision). 

Petitioners’ counsel, while pointing 
out that data on the proposed exten- 
sion has come to the petitioners only 
informally, does not contend that the 
proposed line is more than 2.9 miles 
long nor that it is not properly ex- 
empt under provisions of Rule 1, Gen- 
eral Order 2—U-965. Counsel asks 
rather that the Commission investigate 
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whether the line was not deliberately 
made one tenth of a mile less than 3 
miles in order to qualify for exemp- 
tion and that the Commission take ju- 
risdiction over the proposed extension, 
despite its exempt status, in view of 
cooperative developments in the town 
of How (Transcript, pp. 3-5). 

The corporation preserved its rights 
as to the Commission’s jurisdiction 
(p. 8) but submitted testimony of pre- 
cisely the scope and character that 
would ordinarily be presented upon 
hearing provided for in General Order 
2—-U-965 in the case of a proposed 
rural electric line extension to which 
objection has been raised by the Rural 
Electrification Codrdination Director 
or other interested party and over 
which Commission jurisdiction has 
been assumed. Testimony of the 
scope and kind ordinarily presented 
in Opposition to a proposed extension 
was submitted by the petitioners. 

The Commission therefore has be- 
fore it (1) the jurisdictional question, 
and (2) if jurisdiction is taken, the 
necessary facts upon which to make 
findings as to whether authority for 
the proposed extension should be 
granted or denied. Obviously, if ju- 
risdiction is not taken in the matter, 
the question of granting or denying 
authority need not be considered. As 
a practical matter, however, the two 
issues may not easily be separated for 
decision since the facts submitted at 
the hearing bear upon the question of 
whether the Commission should take 
jurisdiction, assuming that it can take 
jurisdiction over a proposed electric 
line extension that is admittedly ex- 
empt under General Order 2—U-965. 

In view of the issues involved and 
the exempt character of the proposed 
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extension, the examiner secured a 
agreement of petitioners, cooperative 
and company at the conclusion of 
the hearing to let the matter rest ip 
status quo for one week with the um. 
derstanding that the examiner would 
recommend to the Commission that ; 
decision be made by December 29th, 

{1] Let us first consider the ques 
tion whether the Commission can take 
jurisdiction. 

Section 196.49, Wisconsin Stats, 
under which the Commission regulates 
public utility extensions, provides in 
Par. (2) that no public utility shal 
begin construction, installation, or op 
eration of any new plant, equipment, 
property, or facility or extension, im- 
provement, or addition to its existing 
plant, equipment, property, apparatus, 
or facilities “unless and until it shal 
have complied with any applicabk 
general or special order of the Con- 
mission.” Paragraph (3) provides 
that the Commission may provide “by 
general or special order that any pub 
lic utility shall submit, periodically or 
at such times as the Commission shal 
specify and in such detail as the Com- 
mission shall require, plans, specifica- 
tions, and estimated costs of such pro- 
posed construction . . . as the 
Commission finds will materially 4j- 
fect the public interest.” (Our ita: 
ics. ) 

Section 196.28, Wisconsin Stats, 
permits the Commission when it “shal 
believe that an investigation 
of any matter relating to any . 
public utility should for any reason bw 
made” summarily to investigate on its 
own motion “the same with or without 
notice.” Our italics.) 

Section 196.26, under which the 
complaint in the present docket was 
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fled with the Commission, provides 
for Commission investigation of a 
complaint made against any public 
utility by “any mercantile, agricultur- 
al, or manufacturing society or by 
any body politic or municipal organ- 
zation or by any twenty-five persons 
that any practice or act af- 
fecting or relating to the production, 
transmission, delivery, or furnishing 
of heat, light, water, or power or any 
service in connection therewith , 
is in any respect unreasonable, insuf- 
ficient, or unjustly discriminatory 
.” (Our italics. ) 

These quoted portions of the law 
seem to us so clearly to establish the 
Commission’s authority to take juris- 
diction over the proposed extension 
here in controversy, if the Commis- 
sion desires to do so, as to make fur- 
ther comment needless. 


We consider next, then the question 


whether the Commission should take 
jurisdiction over the proposed exten- 
sion. We have taken jurisdiction as 
to the complaint concerning the exten- 
sion and have made investigation of 
the facts at a proper public hearing. 
The facts, which bear upon the deci- 
sion of the jurisdictional question, ap- 
pear to be as follows: 

Wisconsin Public Service Corpora- 
tion has operated in the town of How, 
Oconto county, since 1926 and has all 
necessary permits to occupy the public 
highways with its lines (Transcript, 
pp. 16-18). It unsuccessfully solicit- 
ed customers in the town in 1929, 
1930, and 1931 in an effort to extend 
its electric lines therein (Transcript, p. 
9; Exhibit 1). Since December 1, 
1936, the corporation has solicited 
customers in the town; asserts it has 
avoided solicitation along County 
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Trunk H where it understood that the 
Northeastern Electric Codperative 
proposes to build a main feeder line to 
the northern part of the town; and has 
made customer contracts for service 
with seven persons and has been asked 
in letters from two others to render 
service on an extension proposed to be 
built south from the north center line 
of section 16 for one-half mile con- 
necting with an east-west extension 
2.4 miles long starting at a point less 
than one-fourth mile west of the east 
line of section 16 and running west in 
sections 16, 17, and 18 to the center 
of section 18 (Transcript, pp. 10-13; 
Exhibit 1). The corporation asserts 
its extension was not deliberately 
made 2.9 miles long in order to be ex- 
empt and states that the length was de- 
termined by the location of the prem- 
ises of persons wishing service. The 
corporation also asserts that persons 
immediately beyond the end of the 
proposed extension were solicited and 
did not desire service. Claim is made 
by the corporation that its newly 
adopted rural electric rates and rural 
extension rules are more advantageous 
to consumers than the minimum re- 
quirements of the Federal Rural Elec- 
trification Administration under which 
loans will be made to cooperatives and 
that the proposed extension complies 
in every respect with the corporation’s 
standard extension rules on file with 
the Commission (Transcript, pp. 13, 
14). Two of the persons who have 
contracted for service testified that 
they wanted service from the corpora- 
tion and that they did not want codp- 
erative service. (Transcript, pp. 27- 
34.) 

The Commission files show the 
Northeastern Electric Codperative has 
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been incorporated to render electric 
service to its members in a large part 
of the area in Oconto county, has been 
allocated $290,000 in funds by the 


Federal Rural Electrification Admin- - 


istration for construction of 305 miles 
to serve 1,026 members, and has filed 
a map of its proposed lines. The co- 
Operative has not yet filed with the 
Commission a duly executed loan con- 
tract for securing funds for construc- 
tion nor a statement showing that a 
majority of the prospective customers 
in the area are included in the project; 
filing of such duly executed loan con- 
tract and statement coupled with filing 
of a map of the proposed lines would 
eliminate, under Rule 1, General Or- 
der 2—-U-965, the exemption which 
now permits the corporation to make 
the extension of 2.9 miles without 
Commission authorization. 

Testimony in behalf of the petition- 
ers at the hearing includes contentions 
that if the proposed extension is built, 
the codperative would have to parallel 
one-half mile of the line to serve two 
persons “who promise to join with 
us,” that the best part of the town will 
be occupied by the extension so that 
the average density per mile of codp- 
erative line may drop below three and 
make construction impossible under 
Rural Electrification Administration 
loan requirements, and that eight per- 
sons, only two of whom reside along 
the route of the proposed extension, 
want cooperative service (Transcript, 
pp. 19 et seq.). 

J. H. Bartz, chief petitioner, stated 
under cross-examination, however, 
that it was not the intention of the co- 
Operative to serve immediately all per- 
sons in the town desiring service nor 
did he wish the utility to solicit the 


17 P.U.R.(N.S.) 


southern and more sparsely settle 
portion of the town which alleged) 
would have to be excluded from 
Operative plans if its inclusion should 
bring the average density of customer 
per mile of line below three (Tran 
script, pp. 23, 27). The codperative 
president stated that routes of the co. 
Operative lines have not been definitely 
fixed and that their construction on 
routes other than those on the map 
filed with the Commission is possible 
(Transcript, pp. 24, 25). 

We cannot escape the conclusion 
after this rather detailed recital of the 
facts that the evidence justifies the 
proposed extension and does not den- 
onstrate that, if the line is built, the 
feasibility of the codperative will be 
materially affected. 

Petitioners incorrectly assume that 
an average density of three customers 
per mile must be maintained separate. 
ly in the town of How for feasibility’s 
sake. As the Commission under. 
stands REA feasibility requirements, 
it is only necessary that the average 
density of three per mile be main- 
tained over an entire cooperative 
project, which, in Oconto county, in- 
cludes a major part of the county's 
area. 

The map of the Northeastern Elec- 
tric Cooperative on file with the Con- 
mission reveals that the area proposed 
to be served by the utility’s projected 
line is on the northwest fringe of the 
cooperative, about 20 miles from 
Oconto Falls, the proposed point from 
which energy will be transmitted. 
Quality of service which the codpera- 
tive could therefore render in the area 
is open to question from a practical 
engineering standpoint, while the in- 
terference of the extension, if built, 
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with codperative plans seems to be at 
aminimum. The Commission has no 
evidence indicating at this time that 
the coOperative can render service at 
rates substantially below those of the 
public utility in this area. 

The Commission believes the fact 
was well established at the hearing 
that the company had not deliberately 
made its extension 2.9 miles long in 
order to become exempt. It may, 
however, be pointed out in passing 
that, had the company wished, it might 
have proposed an extension of a full 
3 miles which still wold have been ex- 
empt under the language of Rule 1, 
General Order 2—U-965. 

Aside from the particular facts in 
this case, the Commission has a gen- 
eral consideration in mind. Acting 


under a 1931 statute passed long be- 
fore any REA-financed codperatives 
had been formed and seeking to meet 


the new situation of conflicts between 
REA-financed codperatives and public 
utilities for territory and consumers, 
the Commission issued General Order 
2-U-965 on March 20, 1936 (14 
P.U.R.(N.S.) 25) to promote orderly 
and economical rural electrification 
for the largest possible number of 
farmers in the shortest possible time. 

Before continuing the general order 
beyond September Ist, its expiration 
date, the Commission heard sugges- 
tions of interested parties as to de- 
sirable changes. The exemption pro- 
vision for short extensions up te 3 
miles in areas where no cooperative 
had reached the point of having signed 
a loan contract was the principal 
change made in the revised order of 
August 27, 1936. This change was 
made to meet criticism that proce- 
dure in the original order, limiting 


157 


exempt extensions to one mile; had 
tended to delay unduly rural electri- 
fication for small compact groups of 
farmers who would ordinarily be con- 
nected quickly. 

This revised order, on which no 
one asked rehearing or modification, 
now has the force and effect of law, 
is accepted by all interested parties as 
the customary procedure, and has 
been scrupulously complied with. For 
the Commission now to depart from 
this stabilized procedure is not war- 
ranted except for far graver reasons 
than have here been submitted to us. 
Such departure woiild be unjust to all 
interested parties, chief of whom are 
the farmers desiring electric service. 

[2] Petitioners’ complaint requests 
the Commission to cancel the “inde- 
terminate contract” of Wisconsin 
Public Service Corporation in the 
town of How and to enjoin the util- 
ity from further construction. Un- 
der existing statutes and court deci- 
sions, there are no exclusive fran- 
chises or indeterminate permits in ru- 
ral towns for public utilities. The 
Wisconsin supreme court in South 
Shore Utility Co. v. Railroad Com- 
mission, 207 Wis. 95, P.U.R.1932B, 
465, 240 N. W. 784, ruled that towns 
have no authority under the statutes 
to grant exclusive permits or fran- 
chises to public utilities. In the light 
of this decision, there is no “indeter- 
minate contract” which the Commis- 
sion, assuming it had the power, 
could cancel. As to the request that 
the Commission enjoin the utility 
from further construction, we point 
out that Dane county circuit court in 
an action brought by the Commission 
may enjoin construction by a public 
utility that is in violation of any gen- 
17 P.U.R.(N.S.) 
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eral or special order of the Commis- 
sion. There is no contention here 
that any such violation is contem- 
plated or has been made. 

The Commission therefore finds, in 
view of the foregoing facts and con- 
clusions : 

1. That a proposed rural electric 
line extension of 2.9 miles by Wis- 
consin Public Service Corporation in 
the town of How, Oconto county, 
meets all the requirements of and is 
exempt under Rule 1, General Order 
2-U-965, and that no authorization 
by this Commission prior to con- 
struction of the extension is neces- 
sary. 


2. That the Commission has statu- 
tory authority to require, at its dis- 
cretion, that a public utility secure 
Commission authorization for any 
electric extension, even though it be 
exempt under General Order 2-U- 
965, but that the facts in the present 
case warrant no exercise of this au- 
thority and discretion. 

It is therefore ordered, that the pe- 
tition of J. H. Bartz et al. as the town 
board of the town of How, Oconto 
county, and twenty-eight other per- 
sons, against Wisconsin Public Serv- 
ice Corporation be, and the same 
hereby is, denied. 





SECURITIES AND EXCHANGE COMMISSION 


Re International Pulp Company et al. 


[File No. 31-361.] 


Intercor porate relations, § 19.2 — Registration — Exemptions — Intrastate activ- 


ities — Interstate sales. 


The fact that a parent company engaged in the mining and milling business 
sells its product across state lines does not prevent exemption of such com- 
pany and a subsidiary electric utility company from the provisions of the 
Public Utility Holding Company Act of 1935, under § 3 (a) (1), as com- 
panies predominantly intrastate in character. 

[December 15, 1936.] 


|, ery for exemption from provisions of Public Utility 
Holding Company Act of 1935 under § 3 (a) (1); 
granted. 


By the Commission: Internation- 
al Pulp Company and Oswegatchie 
Light and Power Company have filed 
with this Commission an application 
for exemption from the provisions 
of the Public Utility Holding Com- 
pany Act of 1935 under § 3 (a) (1) 
thereof. 


17 P.U.R.(N.S.) 


After appropriate public notice, a 
hearing on said application was held 
on November 30, 1936, at which 
time no member of the public request- 
ed to be heard. 

Section 3 (a) (1) (15 USCA, 
§ 79c) of the act provides, in part, 
that the Commission by order upon 
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application, shall exempt any holding 
company, and every subsidiary com- 
pany thereof as such, from any pro- 
vision or provisions of the act, unless 
and except in so far as it finds the 
exemption detrimental to the public 
interest or the interest of investors or 
consumers, if “such holding com- 
pany, and every subsidiary company 
thereof which is a public utility com- 
pany from which such holding com- 
pany derives, directly or indirectly, 
any material part of its income, are 
predominantly intrastate in character 
and carry on their business substan- 
tially in a single state in which such 
holding company and every such sub- 
sidiary company thereof are organ- 
ized ;” 

The Commission finds that the ap- 
plicant, International Pulp Company, 
is a corporation organized under the 
laws of the state of New York, and 


it is engaged in the business of min- 


ing and milling talc. It owns several 
power sites, three of which are leased 
to its wholly owned subsidiary com- 
pany, Oswegatchie Light and Power 
Company. The Oswegatchie Light 
and Power Company is also incorpo- 
rated under the laws of the state of 
New York and it, in turn, has three 
public utility subsidiary companies, 
Rossie Electric & Manufacturing 
Company, lLaFargeville Electric 
Light Company, and Hammond 
Light & Power Company, Inc., all 
corporations organized under the 
laws of the state of New York. All 
of the utility assets owned by the pub- 
lic utility subsidiary companies of ap- 
plicants are located wholly within the 
state of New York. 

The business of the applicant, In- 
ternational Pulp Company, in rela- 
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tion to its public utility subsidiary 
companies and the business of such 
subsidiary companies, are both pre- 
dominantly intrastate in character 
and are carried on substantially in 
New York. The only interstate ac- 
tivities of the applicant, International 
Pulp Company, would be in connec- 
tion with the sale of the tale produced 
by it. Assuming, without deciding, 
that such sales would be interstate in 
character, the question arises whether 
it was the intent of Congress that 
such interstate activities would pre- 
vent this applicant from obtaining 
the exemption under § 3 (a) (1) to 
which it would otherwise be entitled. 
We think not. 

The Commission therefore finds 
that International Pulp Company, 
Oswegatchie Light and Power Com- 
pany, and their public utility subsidi- 
ary companies, Rossie Electric & 
Manufacturing Company, LaFarge- 
ville Electric Light Company, and 
Hammond Light & Power Company, 
Inc., are predominantly intrastate in 
character within the meaning of the 
act and carry on their business sub- 
stantially in New York, in which 
state all of said companies are organ- 
ized. 

Section 3 (a) of the act directs us 
to grant exemption from any provi- 
sion or provisions of the act to a 
company falling within one or more 
of the classes described “unless and 
except in so far as it (the Commis- 
sion) finds the exemption detrimen- 
tal to the public interest or the in- 
terest of investors or consumers.” 
We make no such finding. 

The order of the Commission will 
exempt the applicants from all provi- 
17 P.U.R.(N.S.) 
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sions of the act which would require 
their registration thereunder because 
of their control over Rossie Electric 
& Manufacturing Company, La- 
Fargeville Electric Light Company, 
and Hammond Light & Power Com- 
pany, Inc. Accordingly, the appli- 
cants will not be obliged to register 
as holding companies and Rossie 
Electric & Manufacturing Company, 
LaFargeville Electric Light Com- 
pany, and Hammond Light & Power 
Company, Inc., will not be subject to 
the duties to which they would have 
become obligated if the applicants 
had been obliged to register and had 
complied with that requirement. 

Of course, if the applicants are or 
shall become subsidiaries of any oth- 
er company which registers under the 
act, the order will not relieve either 


the applicants or their subsidiaries 
from any obligation to which they 
would be subject by being subsidiaries 
of such other registered holding com- 
pany. The applicants and their sub- 
sidiary companies will also remain 
subject to any obligations imposed on 
them in any other capacity, such as 
that of an “affiliate” or a “person” as 
defined in the act. 

The provisions of the act are suf- 
ficient to authorize the Commission 
to revoke or amend the order of ex- 
emption whenever it shall find that 
the circumstances which gave rise to 
its issuance no longer exist. Of 
course, no such revocation or modifi- 
cation can be made without first giv- 
ing the parties in interest due notice 
and opportunity for hearing. 

An appropriate order will issue. 
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Re Stoughton Light & Fuel Company 


[2-SB-82.] 


Valuation, § 327 — Franchise value. 


1. An item in the balance sheet of a company representing franchise value 
must be disregarded in determining the value of property for the purpose 
of issuing securities, when there is nothing in the record to indicate that 
any portion of this amount was ever paid to the state or municipality grant- 


ing such franchise, p. 162. 


Valuation, § 51 — Issuance of securities — Book value. 


2. The reasonable protection to investors required by the statute regulating 
securities was held to be best obtained by the use of book values where 
bonds to be issued would have a life of twenty years, in view of the va- 
garies of price levels over an extended period of time and the financial un- 
soundness of capitalizing the highest price level obtainable, p. 163. 


17 P.U.R.(N.S.) 
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Security issues, § 88 — Amount — Net assets. 
3. The Commission should not authorize the issuance of securities in excess 
of the net assets of a corporation, p. 163. 

Security issues, § 93 — Grounds for disapproval — Overcapitalization. 


4. Authority should not be granted for the issuance of bonds for the 
purpose of refunding a like amount of bonds when the common stock alone 
exceeds the book amount of net assets and the outstanding bonds are about 
equal to the undepreciated book value of the property and equal to 150 
per cent of the depreciated book value, p. 163. 


Security issues, § 25 — Powers of Commission — Reduction of securities. 


Statement that the Wisconsin Commission does: not understand that it has 
the power to force a company to reduce its securities once they are lawfully 
outstanding, p. 163. 

Security issues, § 87 — Overcapitalization — Reorganization. 
Suggestion as to reorganization of financial structure of an overcapitalized 
corporation which is denied authority to issue bonds for refunding, p. 
164. 


[December 15, 1936.] 


PPLICATION for authority to issue first mortgage bonds; 
denied without prejudice. 


. 


By the Commission: Under date 
of November 19, 1936, Stoughton 
Light & Fuel Company filed with the 
Commission an application for au- 
thority to issue $95,000 principal 
amount of 20-year first mortgage 
bonds bearing interest at the rate of 
4 per cent per annum for the purpose 
of refunding a like principal amount 
of 5 per cent first mortgage bonds 
maturing, by the terms thereof, on 
October 1, 1936. The application 
further refers the Commission to 
the annual reports of the company 
now on file with the Commission 
for information concerning the finan- 
cial status and history of the com- 
pany. The balance sheet and income 
statement, as stated in the annual re- 
port for the year ended December 31, 
1935, is shown below as Tables I and 
II: 


[11] 


TABLE I 


Assets 

Property and plant 
Investments 

Cash 

Notes and bills receivable .... 
Accounts receivable .......... 
Interest and dividends receiv- 

able 

Materials and supplies 
Merchandise appliances 
Unexpired insurance 
Unamortized debt discount ... 
Standby meter 

Deficit 


Liabilities 

Common stock 

Funded debt 

Depreciation reserve 

Special reserves 

Accounts payable 

Capital stock tax accrued .... 

Unmatured interest on funded 
debt accrued 

Consumers’ deposits 


$216,942.31 
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Taste II 
Operating revenues 


Operating expenses (before de- 
preciation and taxes) 
Depreciation 


$23,328.02 


$2,591.91 
526.14 


$3,118.05 


Total operating expenses .... 


Net operating revenue 
Nonoperating revenues 


Gross income 


[1] The $95,000 of outstanding 
bonds referred to in this proceeding 
is shown as funded debt in Table I, 
above. It will be noted that the book 
value of petitioner’s property and 
plant, as of December 31, 1935, is 
$181,372.54. An analysis of this 
property account, however, discloses 
that it includes $84,200 for fran- 
chises. There is nothing in the rec- 
ord now before us to indicate that 
any portion of this amount was ever 
paid to the state or municipality 
granting such franchise. It appears, 
therefore, that under the provisions 
of subsection 3 of § 184.05 of the 
Wisconsin Statutes, the Commission 
must disregard this so-called fran- 
chise value in determining the value 
of property for the purposes of this 
proceeding. 

Prior to the filing of the applica- 
tion in this matter, and at the request 
of the company, the Commission’s en- 
gineering department made approxi- 
mate appraisals of the property of pe- 
titioner on a historical price basis and 
also on a present-day price basis. 
These appraisals show reproduction 
costs only but state the age and life 
of the various items of property. By 
using a straight-line method of deter- 
mining accrued depreciation, the fol- 
lowing values are indicated, as of 
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January 1, 1936, when compared to 

the book figures after eliminating the 

franchise value mentioned above: 
Depre- 


ciated Per cent 
value condition 


$73,503 46% 
45,652 46% 
63,383 65% 


It will be seen that the company’s 
book figures and estimated historical 
cost appraisal are in substantial agree- 
ment as to the reproduction cost of 
the property. The difference between 
these figures and the reproduction 
value on a present-day price basis ap- 
pears to be the result of changes in 
price levels. If changes in price levels 
is the logical explanation of this dis- 
crepancy, it appears that the views of 
the Commission, as expressed in the 
Mondovi Telephone Company Case, 
34 Wis. R. C. R. 195, 205, P.U.R. 
1931C, 439, must be applied to the 
proceeding now before us. 

One of the provisions of the stat- 
ute (subsection 4 of § 184.05) is 
that : 

“The amount of securities of each 
class which any public service corpo- 
ration may issue shall bear a reason- 
able proportion to each other and to 
the value of the property, due consid- 
eration being given to the nature of 
the business of the corporation, its 
credit and prospects, the possibility 
that the value of the property may 
change from time to time, the effect 
which such issue will have upon the 
management and operation of the cor- 
poration by reason of the relative 
amount of financial interest which 
the various classes of stockholders 
will have in the corporation, and oth- 


Cost 


new 
$161,513 

99,605 

97,173 


Present-day 
price basis 

Historical 
cost basis 

Company’s 
book figures 
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er considerations deemed relevant by 
the Commission.” 

[2-4] As stated in the first para- 
graph of this opinion, the $95,000 
of bonds, authority for the issuance 
of which is requested in the pending 
application, are proposed to have a 
life of twenty years. Past history 
shows the vagaries of price levels over 
an extended period of time and the 
financial unsoundness of capitalizing 
the highest price level obtainable. It 
is reasonable to expect that, during 
the next twenty years, there will be 
considerable variance in price levels 
when compared with the present level. 
In view of these conditions, we be- 
lieve that the reasonable protection to 
investors, which the statute (§ 184.- 
06) requires, would be best obtained 
by the use of book values for the pur- 
poses of this proceeding. 

This leaves for consideration, the 
amount and character of securities to 
be authorized. Table I, above, shows 
$85,000 of common stock and $95,- 
000 of bonds now outstanding. These 
securities were issued prior to the en- 
actment of any law providing for the 
regulation of securities of public util- 
ities by this Commission. The finan- 
cial statement of petitioner clearly 
shows one result of unregulated fi- 
nancing. The outstanding bonds 
alone are about equal to the undepre- 
ciated book value of the property 
and are equal to 150 per cent of the 
depreciated book value, resulting in 
no equity for the stockholders. We 
do not hesitate in stating that these 
amounts of stock and bonds would 
never have been authorized to be is- 
sued if the present statutory require- 
ments had been in effect at the time 
such secufities were issued. Table I 
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shows $180,000 par value of securi- 
ties (stock and bonds) outstanding. 
The book value of the net assets 
against which the securities are out- 
standing amounts to only $77,671.52, 
as reflected in the following Table 


Ill: 


TABLE III 
Assets 
Property and plant $181,372.54 
Less: Franchise 


Balance of proper- 
ty and plant ... 

Less: Depreciation 
reserve 


$97,172.54 
33,789.34 $63,383.20 


Investments 

Cash 

Notes and bills receivable 
Accounts receivable 

Interest and dividends receivable 
Material and supplies 
Merchandise appliances 
Unexpired insurance 

Standby meter 


Deduct Liabilities 
Special reserves 
Accounts payable 
Capital stock tax accrued 
Unmatured interest accrued .... 
Consumers’ deposits 


$3,152.97 
$77,671.52 


Total liabilities 


Net assets 


It follows that the Commission 
should not authorize the issuance of 
securities in excess of the net assets 
stated above. 

There is nothing in the applica- 
tion now before us to indicate that 
petitioner proposes to reduce the prin- 
cipal amount of its common stock 
now outstanding and the Commission 
does not understand that it now has 
the power to force the company to 
reduce its securities once they are 
lawfully outstanding. It should be 
emphasized, however, that the $85,- 
000 of common stock alone exceeds 
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the book amount of net assets, as 
above determined, and that irrespec- 
tive of any bond issue, the company 
is now overcapitalized and no amount 
of bonds or any other type of securi- 
ties should be issued as long as this 
condition obtains. If a reorganiza- 
tion of the financial structure of pe- 
titioner is accomplished which will 
provide for the issuance of $35,000 
principal amount of 4 per cent bonds 
and $40,000 par value of common 
stock, in lieu of the amount of stock 
and bonds now outstanding, the Com- 
mission believes that it could make 
the necessary statutory findings as a 
prerequisite to the issuance of these 
amounts of securities. We construe 


this statement as consistent with the 
holding of the supremé<ourt in Cen- 
tral Steam Heat & Poweeto. v. Rail- 
road Commission, 192 Wis. 595, 599 
P.U.R. 1927D, 249, 213 -N. W. 298. 

It is therefore ordered, that the ap- 
plication of Stoughton Light & Fuel 
Company, to issue $95,000 of bonds, 
in the light of the findings hereinbe- 
fore made and set forth in the fore. 
going opinion, be and the same is 
hereby denied, but without prejudice 
to the right of the company to apply 
for a certificate authorizing the issu- 
ance of $35,000 of bonds and $40,- 
000 of common stock in lieu of the 
total amount of securities now out- 
standing. 





OREGON PUBLIC UTILITIES COMMISSIONER 


Re Central Oregon Telephone Company 


[U-F-651, U-F-701, P. U. C. Or. Order No. 3822.] 


Valuation, § 76 — Ascertainment of reproduction cost — Original construction 


method. 


1. The theoretical reconstruction of a telephone toll line with a crew in 
the employ of the company, in ascertaining reproduction cost of telephone 
property, is improper when it is a matter of record that the line was 
constructed by a contractor at a lower cost at a time when material prices 
and labor costs were higher than at the time of the determination of re- 


production cost, p. 168. 


Valuation, § 76 — Ascertainment of reproduction cost — Conformity to actual 
construction — Telephone lines. 
2. A reproduction cost estimate of exchange lines is too low when the esti- 
mator reconstructs with single-wrapped aerial cable instead of double- 
wrapped as actually exists in the plant, p. 168. 


Valuation, § 378 — Right of way — Proof as to cost. 
3. No allowance was made for telephone right of way where rights of 
way had cost the company nothing and no proof was offered that they 
would cost anything if construction were commenced at the time of a re- 
production cost estimate, it appearing that a lumber company was making 
no charge for use of rights of way, p. 168. 


17 P.U.R.(N.S.) 
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Valuation, § 327 — Franchises. 


4. Allowance was made for a telephone company’s franchise although no 
book entry appeared for that item and no proof was offered with respect 
thereto, p. 168. 


Valuation, § 300 — Materials and supplies — Average on hand. 
5. The average of materials and supplies on hand for the past two or three 
years was allowed in addition to an allowance for working capital, in 
valuing telephone utility property, 168. 

Valuation, § 30 — Measures of value — Reproduction cost — Book value. 


6. More weight was given to reproduction cost than to book value in arriv- 
ing at the value of telephone property for rate-making purposes, p. 169. 


Depreciation, § 77 — Telephone property. 
7. A composite annual rate of depreciation to be applied to the depreciable 
book fixed capital of a telephone company was fixed at 4 per cent, p. 170. 


Expenses, § 95 — Salaries and wages. 
8. Conclusions as to rates of a telephone company were largely based upon 
the premise that wages and salaries paid to operating personnel would be 
increased instead of remaining at an extremely low level, p. 170. 


Return, § 111 — Telephone company. 
9. A return of 6 per cent was allowed a telephone company in a period 
of low interest rates, p. 171. 


[November 16, 1936.] 


— of rates of a telephone company; rate reduction 
ordered. 


¥ 


McCottocu, Commissioner: Cen- I 
tral Oregon Telephone Company, 
the respondent herein, is an Oregon 
corporation, which owns and is en- 
gaged in the operation, management, 
and control of plant and equipment 
for the conveyance of telephone mes- 
sages with wires for the public, and 
is a “public utility” as defined in 
§ 61-201 of the Code as amended. 


History 

The company was organized Octo- 
ber 31, 1921, with an authorized cap- 
italization of 1,000 shares of com- 
mon stock of the par value of $25 
each, all of which is now issued and 
outstanding. On July 2, 1929, the 
authorized capitalization was in- 
creased to 3,000 shares of common 


Local exchanges are maintained and 
local service is rendered in the towns 
of Burns and Crane in Harney coun- 
ty, Oregon; toll lines connect Crane 
with Burns, Burns with Canyon City 
(Grant county), and Juntura with 
Vale (Malheur county). 
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stock without change in par value, 
or a total authorized capitalization of 
$75,000. No part of the additional 
authorized stock has been subscribed 
for or issued. The outstanding 
stock of the company is held by thir- 
ty-three stockholders, two of whom 
17 P.U.R.(N.S.) 
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between them hold 86.5 per cent 
thereof. These same two individuals 
also hold 88.6 per cent of the capital 
stock of Oregon-Washington Tele- 
phone Company. 


II 


Prior to the organization of this 
company telephone facilities in the 
affected territory were furnished by 
Inter-Mountain Telephone and Tele- 
graph Company. After having ac- 
quired the physical assets of said 
company in the year 1921, the cor- 
porators of Central Oregon Tele- 
phone Company, in January, 1922, 
sold the same to the new company for 
the following consideration: The 
issuance of $25,000 par value com- 
mon stock and the assumption by the 
company of $35,000 in existing in- 
debtedness against the plant. 


On February 1, 1922, opening 


book entries of the Central Oregon 
Telephone Company were made as 
follows: 


Assets 
Plant and equipment 
Liabilities 
Capital stock 
Notes payable 
Taxes accrued 
Interest accrued 
Surplus 


Total liabilities 


In July, 1927, the physical assets 
were sold to Fred Herrick Lumber 
Company for $41,000, which sum 
apparently exactly equaled the debts 
and obligations of the company as of 
that date. On the same date the lum- 
ber company acquired the capital 
stock, but whether any additional 
consideration was paid therefor is 
not disclosed. On or about March 
15, 1929, Blaine Hallock acquired all 
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of the capital stock of the company 
from the trustee in bankruptcy of 
Fred Herrick Lumber Company for 
the sum of $5,000. The books of 
the company indicated on that date an 
indebtedness due to the lumber com- 
pany totaling $17,031.93, which item 
was apparently liquidated by the said 
payment of $5,000 and the balance of 
$12,031.03 was credited to surplus. 

On May 21, 1930, Mr. Hallock 
and the minor stockholders, two in 
number, gave an option on the out- 
standing 1,000 shares to B. H. Cran- 
dall of Chicago for the sum of $85,- 
000, which option was thereafter ex- 
ercised. At the time of said option 
the corporation was indebted to Mr. 
Hallock in the amount of $45,200, 
secured by a first mortgage on the 
company’s property, and was further 
indebted to Mr. Hallock on unsecured 
notes in the amount of $5,650. 
Through the transaction between Mr. 
Crandall and Mr. Hallock the unse- 
cured notes eventually became pay- 
able to the Allied Telephone Utilities 
Company of Chicago, Illinois, which 
also acquired the Crandall stock. 
About the same time the last-named 
corporation secured stock control of 
Oregon-Washington Telephone Com- 
pany. 

Both the secured and unsecured 
notes have since been liquidated and 
the mortgage removed from the prop- 
erty by payments made to Hallock by 
the Allied Telephone Utilities Com- 
pany, Central Oregon Telephone 
Company, and Patterson, Copeland & 
Kendall of Chicago. Through the 
medium of innumerable intercom- 
pany transactions the Central Oregon 
Telephone Company now has out- 
standing unsecured notes payable to 
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the Oregon-Washington Telephone 
Company in the amount of $23,000, 
and to the Illinois Allied Telephone 
Company in the amount of $19,300. 
Mr. Crandall’s stock has since passed 
to the thirty-three stockholders previ- 
ously mentioned by reason of liquida- 
tion of Allied Telephone Utilities 
Company. 


ITI 
Book Fixed Capital 


In 1918 one E. T. Busselle, a con- 
sulting engineer, prepared what he 
called an ‘Evaluation of the Inter- 
Mountain Telephone and Telegraph 
Company” as of January 1, 1918. 

This study prepared by Mr. Bus- 
selle is in evidence herein and was 
evidently based largely upon original 
cost of construction, with the repro- 
duction cost theory used only on 
those parts of the property for which 
no original cost data was available. 
The cost new of the then existing 
property of the respondent company’s 
predecessor as found by Busselle was 
$108,642, and this figure is followed 
in the exhibit by a further finding 
described as “present value” of $83,- 
850. 

In December, 1922, the $65,000 
Plant and Equipment account which 
appears in the opening book entries 
(see Par. II above) was distributed 
to primary accounts upon the basis of 
the same items as used by Mr. Bus- 
selle in his study and in the propor- 
tion which $65,000 bears to $105,470 
(the cost new item mentioned above, 
less the working capital and materials 
and supplies included therein). Since 
that date the company has expended 
for new construction approximately 


$65,000, of which amount $62,850 
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has been expended since 1926, and 
for which accurate cost data is avail- 
able. The company has retired from 
its fixed capital accounts properly in- 
cluded in the Busselle valuation 
amounting to $51,429.83. 

The record discloses that insuffi- 
cient retirements amounting to ap- 
proximately $3,100 have been made 
for certain of the property removed 
from service. Taking this into con- 
sideration, it appears that there re- 
mains in the company’s book fixed 
capital accounts approximately $10,- 
470 of property inckided in the Bus- 
selle valuation. This amounts to 
only 12.7 per cent of the company’s 
book fixed capital. The major por- 
tion of this original property still re- 
maining in service consists of the 
Juntura-Vale toll line and the Burns- 
Crane toll line, which have remained 
practically unchanged throughout the 
years. These lines are now stated in 
the fixed capital accounts at the pro- 
rated amounts derived from the Bus- 
selle appraisal, using the process here- 
inabove mentioned. Other items of 
the original property still remaining 
in service are likewise so stated upon 
the company’s books. 

To place the fixed capital accounts 
entirely on a cost new basis it is nec- 
essary to add to the fixed capital ac- 
count the amount of $6,997, the dif- 
ference between the remaining cost 
new of the original property included 
in the Busselle valuation and the 
amounts now stated on the books for 
such property. While the present 
book fixed capital of the company 
does not disclose an actual unbroken 
record of original cost, except as to 
the property constructed since De- 
cember, 1922, inasmuch as this por- 
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tion of the property aggregates 87.3 
per cent of the total fixed capital and 
reliable estimates are available of the 
original cost of construction of the 
balance, an extremely close estimate 
can be made of the original or his- 
torical cost of construction. 


Finding of Fact—Fixed Capital 


Based upon the foregoing, it is 
found and determined that the orig- 
inal or historical cost of the telephone 
plant of the company, not including 
working capital, is $82,097.12 as of 
December 31, 1935. 

The company’s balance sheet as of 
December 31, 1935 (adjusted by the 
Commissioner’s accounting staff, and 
further adjusted in accordance with 
the above findings) is as follows: 
[Table omitted. ] 


IV 
Reproduction Cost New 


Reproduction cost studies were 
made for the company by Messrs. 
Minor Corman and F. E. Miller, and 
for the Commissioner by Mr. V. H. 
Dunkin, telephone engineer. 

Said studies were based upon an 
inventory of the property taken as of 
December 31, 1934. The Corman- 
Miller valuation reflects 1934 price 
levels, while Mr. Dunkin used 1935 
prices in his study. Mr. Dunkin 
brought his appraisal down to Decem- 
ber 31, 1935, by adding to it 1935 
net additions and betterments, while 
the company witnesses did not submit 
1935 additions. 

The following table shows in par- 
allel columns: (1) The adjusted 
book values; (2) the Corman-Miller 
values; and (3) the Dunkin. values 
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for the principal items involved as of 
December 31, 1934 [Tables omit- 
ted. ] 

[1] Both the company witnesses 
and Mr. Dunkin theoretically recon- 
structed the property with a crew in 
the employ of the company. It is a 
matter of record that the Canyon 
City-Burns toll line was constructed 
in the years 1927~1929 by a contrac- 
tor at a cost of approximately $19,- 
000. In these years material prices 
and labor costs were higher than in 
1934. The contractor who con- 
structed the line still lives at or near 
Burns and is still engaged in the 
business of constructing telephone 
lines. The method used by the wit- 
nesses, at least in so far as construc- 
tion of this particular toll line is con- 
cerned, is expressly disapproved. It 
would seem to be better practice for 
an engineer, when theoretically as 
well as actually constructing a prop- 
erty, to approach the problem in the 
method which will accomplish the 
least drain upon his theoretical em- 
ployer’s capital. Under somewhat 
similar circumstances it has _ been 
said: “The well-managed modern 
utility invests its capital with rigid 
economy and at conservative costs. 
Why should not estimates of repro- 
duction costs be made accordingly?” 
Re Barboursville Water & Light Co. 
(1927) 2 W. V. P. S. C. Decisions 
448, 452. 

[2-5] Mr. Dunkin’s “Exchange 
Lines” figure is too low; he recon- 
structed with single-wrapped aerial 
cable instead of double-wrapped, as 
actually exists in the plant. He is 
also too low on general equipment 
due to failure to include an office safe 
in his consideration. The time allow- 
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ance given by Mr. Dunkin for con- 
struction is too short. Increased “in- 
terest during construction” and ap- 
propriate increases in the structural 
items have been allowed to compen- 
sate for such deficiency. Overheads 
have been allocated to each item sep- 
arately instead of a lump sum allow- 
ance as made by Corman and Miller. 
Going concern value has been consid- 
ered and allowed in each item. The 
company’s claim for right of way is 
disallowed. Rights of way cost the 
company nothing and no proof was 
offered that they would cost anything 
if construction were commenced to- 
day. The attempted justification by 
the company of an allowance for 
right of way for the Burns-Canyon 
City line is too fine spun for actual 
application; the basic fact remains 
that the Hines Lumber Company 
made and makes no charge for use of 
its rights of way. An item is al- 
lowed for the franchise at Burns of 
$275, although no book entry appears 
for that item, and no proof was of- 
fered with respect thereto. The aver- 
age of material and supplies on hand 
on December 31st for the past two 
or three years is $2,250, and that item 
is allowed in that amount. For cash 
necessary for working capital the 
sum of $750 is allowed. 


Finding of Fact—Reproduction Cost 
New 


Based upon the foregoing it is 
found and determined that to repro- 
duce the telephone plant of the com- 
pany, reasonably used and useful in 
the service of the public in normal 
new and usable condition as a going 
concern, including working capital, 
said construction to be done by a crew 
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in the employ of the company at day 
wages, and none thereof by contract, 
would have required on December 31, 
1935, the expenditure of $100,000. 


Finding of Fact—Reproduction Cost 
Deprecated 


It is further found and determined 
that the average depreciation of the 
depreciable property in said telephone 
plant on December 31, 1935, was 20 
per cent of said reproduction cost, 
and that the cost of reproduction of 
said property on said date in its de- 
preciated condition, under the theory 
of reproduction used by the witnesses 
was the sum of $80,620. 


Vv 
Finding of Fact—Value 


[6] In arriving at the value of the 
property for rate-making purposes 
more weight is given to the repro- 
duction cost than to book value, with 
this exception: For reasons hereto- 
fore stated it is not believed that the 
“value” of the Burns-Canyon City 
toll line is reflected in the reproduc- 
tion cost studies in evidence. In so 
far as that toll line is concerned the 
book cost is taken (which includes 
not only a contractor’s profit but ac- 
tual construction overheads) thus 
adopting the theory of construction 
used by the witnesses, but not the 
amounts. 

Based upon the foregoing, and full 
consideration of all the evidence re- 
ceived it is found and determined 
that the value for rate-making pur- 
poses on December 31, 1935, of the 
property of Central Oregon Tele- 
phone Company used and useful in 
the service of the public in its then 
depreciated condition, and including 
17 P.U.R.(N.S.) 
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materials and supplies and cash on 
hand, was the sum of $77,500. 


VI 
Depreciation—Discussion 

For the past eight years income 
available for interest, dividends, and 
surplus has been as follows: [Table 
omitted. ] 

The foregoing amounts take into 
consideration deductions for depreci- 
ation which range from a high of 
$6,000 in each of the years 1931 and 
1932, to a low of $4,022.88 in 1935. 
The balance in the depreciation re- 
serve as of December 31, 1935, is 
$20,733.43 (adjusted). The com- 
pany’s estimate of the actual depreci- 
ation of its property in dollars, as dis- 
closed in its reproduction cost new 
exhibit, is $23,734.83, while Mr. 
Dunkin in his study places the 
amount at approximately $20,000. 


VII 


Section 61-217, Oregon Code 
1930, provides that the Commission- 
er shall ascertain and determine what 
are the proper and adequate rates of 
depreciation of the several classes of 
property of each utility and that the 
utility shall conform its depreciation 
accounts to such rates so ascertained 
and determined. 


Finding of Fact—Composite Per- 
centage for Future 

[7] Studies of the rates of depre- 

ciation for the several classes of the 

company’s property were submitted 

by the Commissioner’s accounting 


staff (Exhibit 6). These studies in- 
dicate that a composite annual depre- 
ciation rate of 4.028 per cent would 
be proper and adequate. Based upon 
the finding as to original costs (Par. 
17 P.U.R.(N.S.) 


III hereof), it is necessary to make 
certain revisions of the fixed capital 
bases to which the recommended rates 
are applied. Based upon the forego- 
ing, including all evidence presented 
on the subject, it is found and deter- 
mined that the composite annual rate 
of depreciation to be applied to the 
depreciable book fixed capital of the 
Central Oregon Telephone Company 
for the year 1935 is 4 per cent, and 
that the amount of such annual de- 
preciation in dollars for said year is 
$3,219. 

It is further found and determined 
that the company should use the said 
4 per cent annual rate of depreciation 
in making the entries upon its books 
for depreciation in the year 1936 
and for each year thereafter. Juris- 
diction is specifically reserved, how- 
ever, under the provisions of said 
§ 61-217 to make such changes in 
the rates of depreciation from time 
to time as may be found advisable 
and necessary. 


Vill 
Rate of Return 


In 1932 certain farmer lines were 
abandoned and others sold by the 
company. Book adjustments made 
by the Commissioner’s accounting 
staff (Exhibit 1) show that $12,858.- 
62 has been placed in an item known 
as “Other Debit Accounts.” <A sub- 
stantial portion of this item should 
be charged against surplus and in 
considering rate of return for the fu- 
ture it is contemplated that the bal- 
ance of this sum must be absorbed by 
the company over a period of years 
from income. 

[8] Also, in considering rate of re- 
turn it is felt that the extremely low 
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wages paid to operating personnel 
cannot long continue, and the conclu- 
sions hereinafter reached are largely 
based upon the premise that wages 
and salaries paid to operating person- 
nel will be increased approximately 
$1,000 per year. 

This property has adequate depre- 
ciation reserve sufficient to balance all 
depletions of capital. For the pe- 
riod 1929 to 1935, both inclusive, net 
credits to surplus have totaled ap- 
proximately $40,000, and from an 
exhibit offered in evidence indicating 
earnings for the year ending May 31, 
1936, it appears that at least an addi- 
tional $4,000 for surplus is in sight 
for the year 1936. From the fore- 
going it is apparent that this company 
under its existing rate schedules has 
been able to continuously and stead- 
ily pay all expenses of operation, set- 
ting aside the necessary sums for de- 
preciation, payment of interest and 
reasonable dividends, leaving substan- 
tial sums to be passed on to the sur- 
plus account; and that its rate of re- 
turn during those years has been 
more than sufficient to assure confi- 
dence in the financial soundness of 
the utility to maintain its credit and 
to enable it to raise money necessary 
for the proper discharge of its du- 
ties. United R. & Electric Co. v. 
West, 280 U. S. 234, 252, 74 L. ed. 
390, P.U.R.1930A, 225, 50 S. Ct. 
123. 

IX 
Finding of Fact—Rate of Return 

The 1935 “gross income” from 
revenue after payment of taxes and 
operating charges was, as above 


stated, $7,260.77, which is a return of 
9.3 per cent on the value of $77,500, 
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and if allowance be made for the ad- 
ditional $1,000 in wages and salaries 
the return would still be 8 per cent on 
the said $77,500 value. 1934 gross 
income shows a 6.2 per cent return on 
said value; 1933 shows a 4.5 per cent 
return thereon; while the income for 
the twelve months ending May 31, 
1936, indicates an 11 per cent return, 
not taking into consideration wage 
increases, and a 9.8 per cent return 
if such wage increases be taken into 
consideration. 

[9] In this period of low interest 
rates a return of more than 6 per cent 
per annum, except in exceptional 
cases, does not seem justified, and it 
is hereby found and determined that 
the present and prospective future 
returns upon the value of the Cen- 
tral Oregon Telephone Company are 
greater than a fair rate of return, 
and the rates and schedules of said 
company are hereby found and deter- 
mined to be unreasonable, unjust, and 
unlawful in so far as the same pro- 
duce such excessive rate of return as 
aforesaid. 


X 


The schedules and rates of this com- 
pany were not considered at the hear- 
ing. This matter will be kept open 
and an appropriate order hereinafter 
entered requiring the company to 
submit proposed changes in its rate 
schedules designed to decrease its 
“gross revenue” as said term is de- 
fined in the Uniform Classification of 
Accounts by not less than the sum 
of $2,500. 


XI 
Adjustments to Fixed Capital 


It is further found and determined 
17 P.U.R.(N.S.) 





OREGON PUBLIC UTILITIES COMMISSIONER 


that the adjustments to book fixed 
capital made by the Commissioner’s 
accounting staff as the same are dis- 
closed in Exhibit I and the further 
adjustments set forth in paragraph II 
herein shall be allocated to the ac- 
counts in the manner prescribed in 
said exhibit and paragraph II hereof. 


XII 


Charges to Surplus 


It is further found and deter- 
mined that the company should forth- 


with charge against its Surplus Ac- 
count the amount of $7,000 and cred- 
it “Other Debit Accounts” with a 
like amount, this entry being a par- 
tial extinguishment of the item of 
$12,858.62 hereinbefore mentioned 
(see Par. VIII). The balance of $5,- 
858.62 should be amortized by 
charges to Account 370, “Miscellane- 
ous Charges to Income,” in equal 
annual portions over a period of 
seven years commencing with the 
year 1937. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re The Gas Service Company 


[Case No. 9274.] 


Certificates of convenience and necessity, § 165 — Granting without a hearing. 


A hearing is not required for the proper determination of the issues in- 
volved, but authority may be granted without such a hearing, upon an 
application by a gas company for a certificate of convenience and necessity 
to operate a natural gas distribution system in a city, without gas service 
of any kind, which has granted a franchise to the company. 


(AnpERSON, Commissioner, dissents. ) 
[November 21, 1936.] 
y , iapeae placed by gas company for certificate of convenience 


and necessity to operate a natural gas distribution system; 
granted. 


By the Commission: This case is 
before the Commission upon the ap- 
plication of The Gas Service Com- 
pany for a certificate of convenience 
and necessity to construct, maintain, 
and operate a gas distribution system 
in the city of Higginsville, Missouri, 
for the purpose of rendering gas 
service to said city and its inhabitants. 
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The applicant is a corporation or- 
ganized under the laws of the state 
of Delaware and authorized to trans- 
act business in the state of Missouri. 
It states that proof of its authority 
to transact business in Misseuri ap- 
pears in other formal cases that have 
been submitted to this Commission. 
It will furnish the gas service by dis- 
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tributing natural gas through the sys- 
tem it proposes to construct. 

The applicant shows that on Octo- 
ber 31, 1936, the city of Higginsville 
by ordinance duly passed and ap- 
proved granted it a franchise known 
as Ordinance No. 63. The franchise 
is for a period of twenty years and 
provides for the operation of a gas 
distribution system in said city. Copy 
of the franchise as published in the 
local newspaper is attached to the ap- 
plication. Also attached to the ap- 
plication is a copy of the applicant’s 
balance sheet showing its financial 
condition as of October 31, 1936. 


Applicant states that in its negotia- 
ions with the city for the franchise 
it promised the city that upon receipt 
of authorization work on the con- 
struction of the distribution system 
would begin immediately. 

The application shows the city of 


Higginsville is now without gas 
service of any kind, natural or arti- 
ficial, but that when the proposed sys- 
tem is completed it will be the only 
source available to the residents of 
said city for such service. The appli- 
cant will secure its natural gas supply 
from the pipe line of the Cities Serv- 
ice Gas Company. That pipe line 
passes in close proximity to the afore- 
said city. The applicant states that 
an adequate supply will be available 
at all times. 

The United States Census of 1930 
shows that the city of Higginsville 
had then a population of 3,339. With 
an adequate supply of natural gas 
available near the city limits it ap- 
pears that the public convenience and 
necessity will be served by the con- 
struction of the proposed distribution 
system. 
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From the information that is filed 
with the application, the Commission 
is of the opinion that a hearing is not 
required for the proper determina- 
tion of the issues involved and after 
due consideration finds that the au- 
thority requested should be granted. 


ANDERSON, Commissioner, dissent- 
ing: I dissent from the views ex- 
pressed in the finding and order in 
this case and concurred in by the ma- 
jority of the Commission. In the 
majority opinion it is held that the 
Commission as a matter of law has 
the right to grant a certificate to a 
gas corporation to construct, main- 
tain, and operate a gas distribution 
system in a duly incorporated munici- 
pality in this state without a hearing 
to determine that the same is con- 
venient for the public service. I 
think that the finding in that opinion 
and the results arrived at.do not fol- 
low either the letter or spirit of the 
General Regulatory Act or the law 
applicable to this cause of action. 

In order that my position may be 
entirely clear, I wish to review some- 
what in detail the facts and the law 
applicable to this cause of action, and 
I express my views in the following 
dissenting opinion: 

This matter is an application on be- 
half of the Natural Gas Distributing 
System, which is a corporation duly 
organized and existing according to 
law, in which the applicant company 
requests the right to construct, main- 
tain, and operate a gas distribution 
system in the city of Higginsville for 
the purpose of furnishing natural gas 
service to said city and its inhabitants. 
The majority opinion held that there 
should be a certificate granted to the 
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applicant company without a hearing. 
With this portion of the majority 
opinion I cannot agree. For the 
Commission to properly dispose of 
the instant case it is necessary for it 
to consider certain portions or parts 
of the General Regulatory Act. Un- 
der that enactment it is conclusive 
that this Commission is a creature of 
statute and the only power or author- 
ity that it has concerning gas corpo- 
rations is the same conferred upon it 
as a matter of law and since the Com- 
mission is a statutory creature it nec- 
essarily follows that it must travel in 
a statutory orbit. Under § 72 of the 
General Regulatory Act, or § 5193 of 
the Rev. Stats. of Missouri 1929, it is 
evident that before any gas corpora- 
tioil can construct, maintain, or oper- 
ate a gas distribution system within 
a municipality in this state it is nec- 
essary for the said gas corporation to 


obtain pursuant to hearing a certif- 
icate from this Commission granting 
the authority prayed for by the appli- 


cant company. This section of the 
statutes definitely sets out not only 
the steps the gas corporation shall 
pursue but also what action shall be 
taken by the Commission. There is 
a proviso in the above-mentioned sec- 
tion which provides that before a cer- 
tificate shall be issued a certified copy 
of the charter of such corporation 
shall be filed with the Commission, 
together with a verified statement of 
the president and secretary of the 
corporation showing that it has re- 
ceived the requisite consent of. the 
municipal authorities in the city or 
cities involved. The same section 
also provides that the Commission 
shall have the power to grant the per- 
mission and approval herein specified 
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whenever it shall after due hearing 
determine that such construction or 
such exercise of the right, privilege, 
or franchise is necessary or conven- 
ient for the public service. The effect 
or purport of the above provisos is 
that the Commission cannot grant an 
applicant a certificate until after the 
conditions therein contained have 
been complied with. 

The Commission, as a matter of 
law, should follow the primary rule 
of statutory construction, which is to 
ascertain and give effect to the legis- 
lative intent. The legislative intent 
of any given statute is to be obtained 
primarily from the language used in 
the statute. Grier v. Kansas City, C. 
C. & St. J. R. Co. (1921) 286 Mo. 
523, 228 S. W. 454; St. Louis & 1 
M. Railroad v. Clark (1873) 53 Mo. 
214. Further statutes should not be 
construed so as to pervert their very 
object, Missouri Granitoid Co. v. 
George (1910) 150 Mo. App. 650, 
131 S. W. 470. Where the language 
of the statute is plain and unambigu- 
ous there is no occasion for con- 
struction. State ex rel. Cobb v. 
Thompson (1928) 319 Mo. 492, 5S. 
W. (2d) 57; Donaldson v. Donald- 
son (1913) 249 Mo. 228, 155 S. W. 
791; Reay v. Elmira Coal Co. (1930) 
225 Mo. App. 102, 34 S. W. (2d) 
1015. The effects given statutes 
must be accorded to their plain and 
obvious meaning. United States v. 
Standard Brewery (1920) 251 U.S. 
210, 64 L. ed. 229, 40 S. Ct. 139; 
United States v. Tyler (1882) 105 
U. S. 244, 26 L. ed. 985; Betz v. 
Kansas City S. R. Co. (1926) 314 
Mo. 390, 284 S. W. 455. Since the 
phraseology has been used in the sec- 
tion heretofore mentioned of the Gen- 
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eral Regulatory Act that 
whenever it shall after due hearing 
determine .” it therefore nec- 
essarily follows that the legislative 
intent of that proviso is so plainly 
designated by the language of the 
statute itself that there is no room 
for construction and the Commission 
as a matter of law should not indulge 
in speculation as to any probable way 


of disposing of an application other 
than as set out in the statute. In the 
majority opinion it is conclusive that 
the Commission chose not to follow 
the statute, which as a matter of law 
it is obligated to do, and the disposi- 
tion of the application in question 
should have been as heretofore set out 
and it should accordingly be so 
ordered. 





NORTH CAROLINA UTILITIES COMMISSION 


Re Durham Telephone Company 


Service, § 452 — Telephone — Two-party line. 
A telephone company should be permitted to discontinue two-party service 
with respect to all future subscribers, including present subscribers who 
may voluntarily discontinue service and again seek service (except in the 
case of subscribers changing their place of residence), where there are few 
two-party lines in service and telephone subscribers are confined principally 
to those demanding single-party service and those demanding four-party 


service. 


[December 1, 1936.] 


PPLICATION for authority to discontinue two-party telephone 
line service to future subscribers; granted in qualified form. 


WinpBorNnE, Commissioner: This 
cause comes on to be heard before the 
Utilities Commission upon the peti- 
tion of the Durham Telephone Com- 
pany, asking that two-party telephone 
service be declared obsolete with re- 
spect to all future subscribers for said 
service. 

The petition in this cause was filed 
on July 18, 1936, copy of which was 
duly served upon the mayor of the 
city of Durham, and the case set for 
trial Wednesday, October 21, 1936, 
and notice of said hearing duly pub- 
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lished in the Durham Herald Com- 
pany newspapers, published and cir- 
culating in Durham county. There- 
after, at the request of the city of 
Durham, through its attorney, Col- 
onel S. C. Chambers, the hearing was 
postponed, in order that the said city 
might have more time to file protest 
or answer, and later set for Novem- 
ber 30, 1936, of which notice was 
again published in the said Durham 
Herald Company newspapers. 

On said November 30, 1936, the 
Durham Telephone Company, peti- 
17 P.U.R.(N.S.) 
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tioner, appeared through its presi- 
dent, T. D. Wright, General Mana- 
ger E. H. Danner, and Attorney Ba- 
sil Watkins, all of Durham, North 
Carolina. The city of Durham inter- 
posed no opposition, filed no answer, 
and, on November 18, 1936, through 
Colonel S. C. Chambers, advised this 
Commission, in writing, that the city 
of Durham “has withdrawn its pro- 
test against allowing the Durham 
Telephone Company to discontinue 
additional two-party telephone lines.” 
No protest or opposition from any- 
one was made at the hearing. 

From the evidence and affidavit ad- 
duced at the hearing, it was made to 
appear that telephone demands in Dur- 
ham are quite different from those 
which exist in most cities, in that 
there are few two-party lines in serv- 
ice and that the telephone subscribers 
are confined principally to two classes, 
namely, one class which demands sin- 
gle-party service and the other class 
which demands four-party service. 
Also it was shown that the two-party 
subscribers are so few and scattered 
that the majority of the subscribers 
now on two-party service and paying 
the rates therefor are getting single- 
party service at a two-party rate, due 
to the fact that there is no other sub- 
scriber in the same vicinity who de- 
sires two-party service, all of which 
means that some subscribers are pay- 
ing one rate for single-party service 
and others another. 

It was further shown that the 
question of elimination of two-party 
service was thoroughly discussed and 
considered by the board of aldermen 
in the city of Durham and that as the 


result of said investigation the city 
of Durham decided to interpose no 
objection and directed its attorney, 
Colonel S. E. Chambers, to write the 
letter to this Commission hereinbe- 
fore referred to. The petitioner js 
not asking that two-party service be 
denied the present subscribers receiy- 
ing two-party service but that two- 
party service be declared obsolete with 
respect to all future subscribers, and 
with the understanding that any pres- 
ent subscriber to a two-party service, 
who voluntarily abandons the service, 
would be considered as a new sub- 
scriber at any time in the future and 
would have available to him only 
such class of service as is then in ef- 
fect. 

Upon consideration of the whole 
case, this Commission is of the opin- 
ion that the petitioner is entitled to 
the relief sought, except as hereinaft- 
er appears. 

Wherefore it is now ordered, that 
the Durham Telephone Company be 
and it is hereby authorized and direct- 
ed to continue the classes of service 
now being rendered to all of its pres- 
ent subscribers, but that the two-par- 
ty service be discontinued from date 
hereof with respect to all future sub- 
scribers, and that any subscriber now 
receiving two-party service, who vol- 
untarily discontinues his subscription, 
be thereafter treated as a new sub- 
scriber and entitled only to the classes 
of service in effect from and after 
the date of this order, provided: the 
moving of the residence of a sub- 
scriber from one place to another 
shall not be deemed a voluntary dis- 
continuance of his subscription. 
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Virginia Electric & Power to 
Spend $2,874,100 


iRGINIA Electric & Power Company plans 
V to spend $2,874,100 during this year for 
improvements and extensions in the electric 
department throughout the entire system, ac- 
cording to Jack G. Holtzclaw, president. 

Of this amount, $300,000 will be used to im- 
prove power station facilities and electricity 
distribution in the Richmond division; $500,- 
000 for similar work in the Norfolk division; 
and approximately $850,000 will be spent on 
extensions connecting new customers through- 
out the system. About $350,000 will be ex- 
pended for the construction of new rural 
power lines. 


Combustion Engineering to 
Handle “Elesco Superheaters”’ 


ITH a view to promoting closer coérdi- 
W nation in handling the details of com- 
plete steam generating units, and thereby to 
better serve the industry, certain functions 
and personnel of the Industrial Department 
of The Superheater Company have been trans- 
ferred to Combustion Engineering Company, 
Inc.. This concerns the sales, engineering and 
servicing of Elesco superheaters and econo- 
mizers for stationary plant installations, the 
manufacture and inspection of which will be 
handled, as heretofore, at the East Chicago 
Works of The Superheater Company. 


New Equipment Purchased 
by Codrdinated Transport 


ae purchases of new transit equip- 
ment of an advanced design were made by 
Public Service Coérdinated Transport during 
1936, the annual report of Public Service Cor- 
poration of New Jersey, recently released, 
shows. The equipment included 100 all service 
vehicles, 185 lightweight motor buses, 27 oil- 
electric buses and 65 gas-mechanical super 
service buses. 

An additional order for 195 all service 
vehicles was placed in January to provide for 
es trolley substitution program in 


Issues Transformer Catalogue 


R E. Uprecrarr Manufacturing Company 
4X has issued a 16-page, 8% by 11 inches, 
illustrated catalogue describing Uptegraft 
Distribution Transformers. Manufacturing 
methods and procedure are described in detail. 
_ The company furnishes distribution trans- 
formers in standard sizes up to 500 kva, 25 or 
60 cycles, single and three phase. Voltage rat- 


ings are in accordance with the National Elec- 
trical Manufacturers Association and each 
transformer is given the standard commercial 
tests required by the American Institute of 
Electrical Engineers. 

This catalogue, No. 105, may be obtained 
from the R. E. Uptegraff Manufacturing Com- 
pany, 300 North Lexington avenue, Pittsburgh, 
Pennsylvania. 


Utilities Report Record 
Gas Appliance Sales 


‘Ca Appliance sales of the New Jersey 
Public Service Company in 1936 were 
32.21 per cent better than in 1935, according 
to their annual report. Progress in developing 
gas water heating was indicated by the sale 
of 6,775 automatic gas water heaters in 1936, 
compared with 1,860 in the previous year. Gas 
refrigerator sales again set a record, number- 
ing 6,027 units. There were 17,834 gas ranges 
sold, 1,713 more than in 1935. 

Domestic gas appliance sales of the Brook- 
lyn Union Gas Company are running at record 
high levels, according to Clifford E. Paige, 
president. Sales of gas appliances in January 
and February, he said, were 40 to 45 per cent 
ahead of sales in the corresponding period in 
1936. 


Subsidiaries of Columbia Gas & 
Electric to Spend $15,500,000 


M= than $15,500,000 will be spent this 
year by electric operating subsidiaries of 
Columbia Gas & Electric Corporation, as com- 
pared with outlays of more than $6,400,000 last 
year, according to a recent announcement. 
Electric capital expenditures in the Dayton 
area will total $2,895,000 and in the Cin- 
cinnati area, $12,651,000. 

The Dayton Power & Light Company will 
complete this year a 25,000-kw generating unit 
in the main station. This calls for an expendi- 
ture of $3,150,000, of which $2,007,000 will be 
spent this year. Rural line extensions, trans- 
formers, and distribution lines call for an 
expenditure of over $600,000. Plans for the 
construction of rural electrification and the 
stimulation of purchases of electrical appli- 
ances are to be actively continued. Last year 
approximately 282 miles of rural lines were 
constructed which resulted in the addition of 
1,512 rural customers. The company now 
serves a total of 6,873 rural customers. 

The Cincinnati Gas & Electric Company will 
spend approximately $3,035,000 on additional 
generating capacity in the West End station 
this year. Additional generating capacity at 
the Columbia station calls for an expenditure 
of $4,850,000. Expenditures for substations 
and substation equipment total $1,625,000; 
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transmission lines, $610,000; distribution lines, 
$440,000; and garage and improvements to 
office building, $233,000. Last year 226 miles 
of rural electric lines were constructed in the 
Cincinnati area, resulting in the addition of 
921 rural customers. The Cincinnati group 
added 535 customers to existing lines. The 
group now serves a total of 21,700 customers 
outside of the incorporated areas. 


Bailey Issues New Catalogues 


AILEY Meter Company, Cleveland, Ohio, 

has available a new 16-page, 83 by 11 
inches, booklet (Bulletin No. 163), describing 
the Bailey Multi-Pointer gage. This dia- 
phragm operated type gage employs a dia- 
phragm material which is resistant to oil, 
acid, caustic and heat. It possesses excep- 
tional flexibility with strength far in excess 
of animal skins and tissues of the goldbeater 
type. 

A 40-page, 8% by 11 inches, illustrated cata- 
logue (Bulletin No. 301), also issued by the 
Bailey Meter Company, describes in detail 
Bailey Fluid Meters for steam liquids and 
gases. Both publication may be obtained 
upon request. 


Metal-Enclosed Duplex 
Switchboard 


HE Delta-Star Electric Company, Chicago, 

Illinois, announces a three unit switch- 
board equipped with semi-flush instruments 
used with a fifteen unit Metal-Clad Switch- 
gear controlling two 1500 kva, 2300 volt gen- 
erators and twelve feeders. 


(Fic. 1) Front of Switchboard 


The left hand unit (front view, fig. 1) con- 
tains controls and instruments for two genera- 
tors, the center unit carries voltmeters, indi- 
cating wattmeters, recording watthour meter 
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and recording voltmeter. The right hand unit 
controls twelve feeders each with an ammeter, 
ammeter transfer switch and oil circuit 
breaker control. 


(Fic. 2) Rear of Switchboard 


The right hand unit (rear view, fig. 2) 
carries watthour meters and test blocks for 
each generator circuit. The generator regu- 
lators are in compartments behind hinged 
deors above the regular control handles. The 
center unit (rear view) carries a totalizing 
watthour meter and test block. Left hand unit 
(rear view) carries watthour meters and test 
blocks, for six feeder circuits. 


New Line of Trucks Announced 
by International Harvester 


O* special interest to truck users is the 
recent announcement that International 
Harvester has an entirely new line of motor 
trucks ranging in capacity from light deliv- 
ery units to the largest six-wheeler. These 
new models include conventional four-wheel 
units, six-wheelers with both dual-drive and 
trailing axles, and cab-over-engine types. The 
complete International line consists of 26 
models in 77 wheelbases with gross vehicle 
weights ranging from 4,400 to 62,000 pounds. 

Powerful truck engines, numerous wheel- 
bases, a variety of rear axle ratios, two-speed 
rear axles, and multiple-speed transmissions, 
especially in the heavy-duty models, permit 
accurate selection from every standpoint oi 
the right truck for each specific hauling task. 

Many decided improvements and new fea- 
tures of design and construction have been 
incorporated in the engines of the Interna- 
tional models. Every feature has been fully 
tested and proved and all contribute greatly 
to performance, greater power, and economy. 

While greater power has been provided for 
each of the new models, there has been no 
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INDUSTRY DEPENDS UPON POWER - 
POWER DEPENDS UPON PIPE 








HEPUBLIC 


and you can depend upon SIT Pipe 

4 HH a. 

STEEL PIPE 

@ The next time you need steel pipe, give it the same 

attention that you do other equipment. Pipe costs money 

—so does labor—and your careful consideration when you 
select the pipe will save on both. 


“Republic Steel Pipe” on your order will bring you pipe 
ideally suited for power plant service. Made of uniform, 
high quality steel by electric resistance welding, it is 
exceptionally strong, suitable for steam at high or low 
pressures and saturated or superheated. It may be used for 
most kinds of process lines. It is cleanly threaded, or may 
be had with plain ends. It is easy to work and weld. A 
complete range of sizes up to 16-inch O. D. and in lengths 
up to 50 feet without mid-weld adapt it to economical 
use in any plant. 

Don’t write “steel pipe” on your requisition — write 
“Republic Steel Pipe”—three words that have meant the 
beginning of real pipe economy in scores of power plants. 


Hepu blic Steel 


Car kh P Oe ON 


GENERAI OFFICES CLEVELAND, OHI 


[REPUBLIC] 


] _ ar 
mus 


When writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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sacrifice in the fuel economy. Performance, 
climbing ability, pulling power, and operating 
economy are decidedly improved. 


Plans $408,000 Expenditure 


OUTHERN Colorado Power Company will 
spend $408,000 during 1937 for new con- 
struction, an increase of $248,000 over 1936. 


Large Expansions by 
Westinghouse Elec. & Mfg. 


 & order to meet expanding requirements, 
Westinghouse Electric & Manufacturing 
Company has found it necessary to enlarge 
certain of its manufacturing facilities, ac- 
cording to a recent report. At East Pittsburgh, 
facilities for the production of industrial 
motors are being increased approximately 25 
per cent. At Mansfield, a combined office and 
warehouse building has been constructed, re- 
leasing for manufacturing purposes the space 
previously occupied for office use. manu- 
facturing plant has been purchased at Lima, 
Ohio, to which the production of small motors 
is being transferred from East Springfield, 
Mass., the released space at East Springfield 
being utiiized for increased production of 
household devices. 


New High Cycle Electric 
Tools Booklet 


HE Rotor Air Tool Company, Cleveland, 
Ohio, presents “The Facts about High 
Cycle Electric Tools” in a 12-page, 84 by 11 
inches, illustrated booklet. Engineering, pro- 
duction, and operating facts about high cycle 
electric tools are given, together with a de- 
scription of the outstanding improvements in 
the design of these tools which result in in- 
creased power, higher load speed, lighter 
weight, lower power costs, and lower mainte- 
nance costs. The booklet also points out the 
opportunities for increased production and re- 
duced operating costs by the installation of 
high cycle electric tools. Specifications for 
this high cycle tool equipment also are in- 
cluded. 
A copy of this booklet may be secured from 
Rotor Air Tool Company. 


Tropical Coatings for Utilities 


HE Tropical Paint & Oil Company’s 16- 

page, 8% by 11 inches, illustrated booklet 
(American Institute of Architects Document 
12-b-23) shows a wide variety of applications 
of Tropical coatings throughout the public 
utility industry. 

Between five and six hundred utility com- 
panies are using Tropical custom made coat- 
ings for maintenance. Many of these utility 
plants having Tropical protection are illus- 
trated, 

Elastikote, reinforced with bakelite ; Trope- 
lite, the coating of a thousand uses; Rhinamel, 
reinforced with bakelite ; Roofkoter and Toco- 
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seal, to restore and repair roofs of all kinds; 
Floorkote; and Cementkote are some of the 
many products described. Other products of 
special application in the utility field include 
Tropical Red Boiler Seal and Duratite, des- 
cribed as the perfect plastic for caulking and 
glazing; Fume-fite White Enamel; B & P 
Tung Oil Enamel; and ACB Primer for metal 
reinforced with bakelite. Red Tropical Boiler 
Seal also is described in a separate 8-page, 
illustrated booklet (A.I.A. Document No. 
37-c). Both of these descriptive booklets are 
especially prepared for utility companies and 
may be obtained by writing The Tropical Paint 
& Oil Company, Cleveland, Ohio. 


Purchasing Agents Convene in 
Pittsburgh, May 24th-27th 


. elaborate program and displays of the 
Inform-A-Show will feature the Twenty- 
second Annual International Convention of 
the National Association of Purchasing Agents 
which is to be held in the William Penn Hotel, 
Pittsburgh, Pa., May 24th to May 27th, in- 
clusive. An “Early Birds’” dinner is sched- 
uled for Sunday evening, May 23rd. Hotel 
reservations thus far received assure a record 
breaking attendance. 

The Inform-A-Show will represent many 
industries of the country and is expected to 
be the most educational and spectacular in 
the history of the Purchasing Agents’ Asso- 
ciation. 

Some of the country’s outstanding leaders 
will address sessions of the convention. 
Groups of delegates will be conducted on 
tours through a number of Pittsburgh’s big- 
gest mills and plants. Thomas D. Jolly, presi- 
dent of the Pittsburgh unit of the N.A.P.A. 
and general purchasing agent for the Alumi- 
num Company of America, is chairman of the 
program committee. 


New Corporation Formed by 
Two Glass Concerns 


pp*sresneen Plate Glass Company and Corn- 
ing Plate Glass Works have formed a new 
corporation to deal exclusively with the de- 
velopment, manufacture and sale of certain 
types of glass for the architectural and build- 
ing fields, according to a joint announcement 
of the two companies. 

The new corporation, which will be known 
as the Pittsburgh-Corning Corp., will supply 
glasses commonly known as structural or 
architectural glass, such as glass block, glass 
tile, colored Carrara structural glass, and 
molded glass—products used increasingly in 
the construction of houses, store fronts, office 
buildings and factories. It is not a merger of 
the two concerns, but the creation of a joint 
corporation for the advancement of glass in 
the building industry and will not affect the 
diversified interests of either company in their 
bag a of glass manufacturing. 

ry S. Wherrett is president of the new 
ccgublies, as well as of Pittsburgh Plate 
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SPECIFY 


MERCOID CONTROLS 


THEY INCREASE THE EFFICIENCY 
OF AUTOMATIC HEATING EQUIP- 
MENT. GIVE MORE DEPENDABLE 
PERFORMANCE. REQUIRE PRAC- 
TICALLY NO ATTENTION. WE 
INVITE A CRITICAL COMPARISON 
SEE OUR CATALOG FOR DETAILS 


THE MERCOID CORPORATION 


GENERAL OFFICE AND FACTORY 
4201 BELMONT AVE. + CHICAGO, ILLINOIS 


New York Office: Philadelphia Office: Boston Office: 
90 WEST STREET 3137 N. BROAD ST. 25 IVY STREET 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 


HE MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
ANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-T 
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Glass Company. Armory Houghton, presi- 
dent of Corning Plate Glass Works is chair- 
man of the board of the new company. 


District Heating Is Subject 
for Prize Competition 


HE National District Heating Associa- 
tion has announced a prize competition 
for the best papers on the subjects of genera- 
tion, distribution, or sale of district steam 
heating service. Only members who have, or 
will have joined between January 1, 1934, and 
May 1, 1937, closing date for the competition, 
will be eligible to compete for the first prize 
of $50; second, $25; third, $10; and fourth, 
one year’s free membership. 
C. H. B. Hotchkiss, editor, Heating & 
V entilating ; M. D. Engle, president N.D.H.A. ; 
and R. M. Nee, chairman, membership com- 
mittee, will judge the competition. The win- 
ners will be announced at the annual conven- 
tion of the association, Detroit, Michigan, 
May 25-28, 1937. 

Information and rules of the competition 
may be obtained from the National District 
Heating Association, Engineers Club Build- 
ing, 1317 Spruce street, Philadelphia, Pa. 


Cities Service Plans 
Large Expenditure 


it1ES Service Company plans to spend 

$42,000,000 for new construction and im- 
provements during 1937, according to a recent 
announcement. 

Of this amount, $24,000,000 has been appro- 
priated for the oil division, $16,000,000 of 
which will be expended for pipe and storage 
facilities in new development work, and for 
rentals and purchasing leases; and $8,000,000 
will go into the construction of new gasoline 
plants, improvements in refineries, service sta- 
tion expansion, and the acquisition of new 
retail outlets. 

Of the $18,000,000 remaining, $11,000,000 
has been allotted to public utility subsidiaries 
engaged in the electric light and power field, in 
extending rural electric lines, increasing gen- 
erating facilities, and in routine urban exten- 
sions and replacements ; and $7,000,000 has 
been allotted to the natural gas subsidiaries of 
the company for improvements and expan- 
sions. 


General Electric Forms New 
Appliance Sales Section 


HE formation of a new sales section for 

miscellaneous household appliances has 
been announced by D. C. Spooner, Jr., manager 
of the General Electric household appliance 
division. It will be responsible for certain 
devices developed from time to time by the 
G-E research laboratory and engineering 
groups for which there is no immediate large 
developed domestic market. In the new sec- 
tion such appliances will be given individual 
attention and a full opportunity for market 
exploitation. 
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The General Electric comforter and floor 
polisher have already been assigned to this 
section. Roy W. Johnson has been appointed 
sales manager. 


Electric Heat Applied to Needs 
of Process Industries 


Ca departments of the public 
utilities will be interested in a new line of 
electric heating equipment which is being an- 
nounced by the Elliott Company, Pittsburgh, 
Pa., well known manufacturers of power plant 
equipment. The company’s Heat Transfer 
Department of Jeannette, Pa., handles the de- 
sign and sale of the new equipment. 

This line of electric heaters is designed for 
the special requirements of the process in- 
dustries, for use particularly in the higher 
temperature ranges. The heaters will usually 
show substantial overall savings when com- 
pared to direct-fire or other high-temperature 
and heating means. The use of electric heat 
results in savings in operating and mainte- 
nance labor, reduction of spoilage and waste, 
improvement in quality and uniformity re- 
sulting in increased value of the product, 
elimination of fire hazards, improved work- 
ing conditions, etc. 

Of particular interest are the Elliott auto- 
matic indirect electric heaters which circulate 
hot oil or diphenyl vapor, obtaining tempera- 
tures from 200 to 800 degrees F. These can 
be connected to one or more jacketed kettles 
or other processing equipment, which may 
have been using steam. With the Elliott sys- 
tem, higher temperatures can be obtained, 
thus speeding up operations, obtaining better 
reactions, or making possible new or improved 
products. 

Other items in the line are automatic elec- 
tric tubular heaters for super-heating steam 
or other fluids to any temperatures, continu- 
ous systems employing electric heat for the 
distillation of fatty acids, for fat splitting, 
deodorizing edible oils, and the treatment of 
Tung and other oils, also special electric heat- 
ing equipment to meet specific requirements. 

Descriptive bulletins describing this equip- 
ment are available. 


For Your Information 


Gocctes. Safe Practices Pamphlet No. 14. 
Published by National Safety Council, Inc., 
20 North Wacker Drive, Chicago, Illinois. 
8 pages, 8% by 11 inches, 10 illustrations. 
25 cents per copy, quantity discounts upon 
request. 

This pamphlet is based on the accident pre- 
vention experience of a number of employers. 
However, it should not be assumed that every 
acceptable safety procedure is contained there- 
in. The pamphlet should not be confused with 
Federal, state or insurance requirements, nor 
with national safety codes. 

The questions of when goggles should be 
worn and the kind of goggles that should be 
worn, as well as the problem of getting men 
to wear them, are dealt with in detail. 
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Tue fundamental principle 
in transformer design is “bal- 
ancing of Stresses.” A “bal- 
anced” transformer possesses 
longer life, requires lower 
maintenance cost and _ has 
greater reliability. This is best 
accomplished by the use of the 
circular coil. Such a coil is 
balanced radially and axially 
against movement or distortion 
during heavy overloads or short circuits. 


These characteristics of the circular coil are well known to elec- 
trical engineers, and for that reason all Pennsylvania transform- 
ers, from the smallest distribution to the largest power size, have 


such coils. 


Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. ‘The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation. 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 


Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


—— the condition—per cent tables 
—— the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
the detailed analyses of 68 court decisions on valuation 
—— the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 











Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bidg., Washington, D. C. 
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BUY NEW 1937 CHEVROLET 






















"MORE POWER per qallon LOWER COST per load 


New Steelstream Styling —Solid Steel Turret Top Construction — 
Complete Insulation Throughout—all add to that greater dollar 
value for which Chevrolet trucks are famous. 


You get more for your money when 

FECTE FOR oomewica, you buy a new 1937 Chevrolet truck or 
LIC BRAKES — NEW TRANSPORTATION commercial car. That will be perfectly 
HIGH-COMPRESSION plain to you when you study the accompanying list of 
WALVE-IN-HEAD Chevrolet features; and it will become even plainer 
ENGINE — MORE LOAD SPACE when you try one of these trucks on your own job. 
— IMPROVED LOAD DISTRIBU- Nowhere else at Chevrolet’s low prices will you 
TION — NEW STEELSTREAM find a truck so safe; or one that combines such great 
power with such great economy; or one that is so 
pleasing to the eye. Because nowhere else will you 
find a truck with Chevrolet’s features, including 





STYLING — IMPROVED FULL- 
FLOATING REAR AXLE WITH NEW 


ONE-PIECE HOUSING (on 1'/2-ton Perfected Hydraulic Brakes, New High-Compression 
Models) — NEW ALL-STEEL CAB — Valve-in-Head Engine and Steelstream Styling. 


PRESSURE STREAM 





LUBRICATION Buy one of these new Chevrolet trucks or com- 


Camel Manes lnatioy Pls oad Sugeno: mercial cars for greatest pulling power and greatest 
CHEVROLET MOTOR DIVISION economy. Buy one for more power per gallon— lower 


General Motors Sales Corporation 
DETROIT, MICHIGAN cost per load. See your nearest Chevrolet dealer—today! 
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lt Would Be Hard to Build a More 
; e Dependable Battery 


FTER nearly half a century — during 
which time it has served utilities and 
industrial plants all over the world — the 
Exide Chloride Battery remains, in the opin- Plant 
ion of competent engineers, the best battery 
ever designed for control bus or other sta- Pulve 
tionary service. 

The active material of its positive plates 
-—tightly coiled strips of corrugated lead— 
remains embedded in the alloy grids for 
years, while the material of the negative 
plates, virtually sealed up in boxes of per-, 
C H L O R | D E forated sheet lead, gives an equally long and 

gratifying life. Our new Bulletin 204, de- 
BATTERIES scribing this widely known and used battery, 
is yours for the asking. Write for a copy. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 











S 


Reserved for 


an 


— Alloy tool steels made to exacting MSA Advertiser 


Specifications 
— Old craftsman methods of indi- 
vidual manufacture 
— The most rigid inspection and test- 
ing of each plier 
Klein methods are not mass production + 
methods but for a man who demands a 


plier of Klein quality there is no way to noun 
produce it except the Klein way. oral 


room BELEN cos rs 


Th 
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RILEY PULVERIZERS 


in Central Stations 





Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers .. . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Iil. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co, 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS -MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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P. U. R. Digest 


CUMULATIVE 
DIGEST THAT IS SERVICED 





Public Service Law and Regulation 





The only Complete Digest in this field 


A Work of Primary Authority 
Containing the Decisions and Rulings 
of the 
United States Supreme Court 

A SHORT CUT United States Circuit Courts of SIMPLE 
COVERING Appeals ALPHABETICAL 
United States District Courts 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory Commissions OF SUBJECTS 
AN EXHAUSTIVE State Regulatory Commissions 
SURVEY OF Insular and Territorial Regulatory 
THE LAW Commissions A GREAT SERVICE 


> S & @ ta HS we 





A GREAT REVIEW 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 


PUBLIC UTILITIES REPORTS, INC. 
Tenth Floor, Munsey Building 
Washington, D. C. 

















AND A WATER HEATER 
Is NO BETTER THAN ITS 


Th ezmos tat! 


S THE lens is to the camera, so is TITAN Controls with confidence. 
A the thermostat to an Automatic They are available for any size of 
Water Heater. Upon its reliable action heater, from the smallest to the 
depends the success of the heaters you largest. 
sell, and upon that success depends an 
important part of your revenue. 


Why take unnecessary chances? Put 
your faith in TITAN Snap Action Ther- 
mostats. They have “Delivered” for 
years under the most diversified condi- 
tions, with all types of gas. They are 
sensitive, rugged and trouble-free. They 
are furnished on the majority of Auto- 
matic Storage Heaters approved by the 
American Gas Association. 


“TITAN” on a thermostat means 
long, service-free operation. Specify 





THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 
9913 Elk Avenue Cleveland, Ohio 





< This page is reserved under the MSA PLAN (Manufacturer s Se1vice Agreement) 








Public Utilities Fortnightly April 1, 1937 BB it 1, 1 


——— 








The Trend CONSTANT SERVICE 
to Dictaphone 


Sweeps On 


---even those men who 
never dictate a letter, are Sins: edie seein 


: . b d servi itch i 
finding that its ever-ready Gel Seabee sinatnet ae 
vice under the toughest 


convenience gets things vate Gellihinn 
done more smoothly and Aluminum or rust: 


proofed steel 
surely than any other pullout switch . . special 
weatherproof door .. 
method plenty wiring space . . 
4 any desired knockouts. 





DICTAPHONE Write today 


for complete information 


Sales Corporation Series 95 
420 Lexington Avenue 


New York City WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 

















Dependable service—long hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 


lights and batteries have proven they can 
Pictured here, the f 
take it. That’s why each year more and more anteed f 


Switch---ex 


utilities specify “Ray-O-Vac”. Vac feature 


RAY-O-VAC [a 


Formerly FRENCH BATTER M 
MAIN OFFICES and PLANT MADISON, WISCON 
Additional! Factories pt Slintc n, Massachusetts, Lancas } 
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Prepare to meet the 


NEW CLASSIFICATION 
OF ACCOUNTS 


with punched card accounting 


MAX* forward-looking utility com- - 

panies realize that now is the ‘ 

logical time to install the punched Consider these 

card method of accounting. The 

speed and efficiency of this aoe ADVANTAGES 

have long been accepted. Now, when SPEED. Reports are obtained, 

accounting structures may have to be . in order of importance, auto- 

reorganized to meet the new Federal matically by electric machine 

Power Classification, an excellent op- operation. 

portunity presents itself to improve 

and revise all existing procedures. FLEXIBILITY. You can meet 

* the new classification demands 
and still maintain your present 
set-up with punched cards. 





Find out how the International 
method of punched card accounting 
provides complete, accurate detailed 
records in minimum time and at ACCURACY. The punched cards 
minimum cost. Your nearest IBM ° form « reliable record which is 
branch office will give you full coop- not subject to alteration or error 
eration. Call on them today. No ‘ 
obligation. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


General Offices Branch Offices in 
270 Broadway, New York, N. Y. Principal Cities of the World 
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GOOD 
INSULATORS 


[Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 











~~ 
ANG 






“Du Bois 








VULCAN SOOT BLOWER CORPORATION 
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Now Ready 
USA[ITE 
“INDUSTRIAL 
CELLS” 


> Ss you far more de. 


service than 
or had before—the No. 
yess USALITE Industrial 


Bureau of Standards specifications call for 400 min- 
utes to a 0.9 volt cut-off. No. 1095 will give over 
80% of its service above the 1 volt cut-off,—more 
than double the specifications of U. S. B. O. §. 
“25 years of knowing how” is back of the depend- 
ability of USALITE Products. Le oy supervision 
assure longer life and uniform quality. 
LITE has captured the demand of Railroads, 
Chemical, Powder, Oil and Gas Companies, Utili- 
ties and Coal mines everywhere. 
We'll be glad to send you FREE ex <> of 1096 
cell for inspection and trial tests. rite today! 


UNITED STATES ELECTRIC MFG. CORP. 


222 West 14th St. New York 
CHICAGO— 328 West Polk St. 


. - come 
ee 
& 


C Pennsylvania 
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Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


A modern store front demands modern illumina- 
tion, And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 


ever was one . . . new Pittco Store Fronts and 


modern lighting. 


But to take best advantage of this tie-up . . . to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
img... there’s nothing more valuable than an 
actual example . . . on your own show rooms. . . 
of just what you mean. 


You talk to a merchant . . . tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front . . . illuminated in the modern manner. We 


practice what we preach . . . because we know it 
means better business!” 


Put a new Pittco Front on your utility show rooms. 
Make them an example of what you preach. And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It shows you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan... and for any cooperation on store 
fronts you may need in your work. 


Poot FT TS BURGH, 
PLATE GLASS COMPANY 
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EVEREADY 


TRADE MARK 








FLASHLIGHT 
“Built for Rough Treatment” 


The “Eveready” Industrial Flashlight is built 
for ROUGH treatment. The entire outer casing 
is made of heavy fibre reinforced inside by 
brass parts to help withstand severe service. 
The lens and lamp are protected by a special 
cushioning which softens the hardest impact. 
This flashlight has no exterior metal parts and 
it is completely insulated for working around 
“hot” wires, and therefore prevents shocks and 
short circuits. The casing will not dent andis not 
affected by oils, grease, gasoline, alcohol or other 
solvents and does not deteriorate with age. 
The moulded slide switch is positive in opera- 
tion and slides “on and off” easily. The whole 
assembly can be readily taken apart and put 


together without tools. Particles of grit cannot 
cause trouble. 


TO REMOVE: Slide the switch “A” to the “on” position and hold it 
firmly against the tube with the thumb. Insert longest finger of right hand 
in tube and press brass contact strip “C” directly in front of lug “B”. This 
pressure releases the latch and the strip will slide out. 


TO REPLACE: Hold flashlight as shown and press the switch “A” in 
the “off” position, holding it firmly against the tube. Insert brass contact 
strip “C” with the small raised latch piece “D” on the top, Push it through 
the slot in the first lug “B”. Press down on the slide to flatten the “bow”. 
This pressure will lift the end so it may be pushed in through the second 
lug. Continue to push forward until a distinct click is heard. Then the 
switch is latched and properly assembled. 














NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y. « Branches: Chicago, San Francisco 
Unit of Union Carbide [If and Carbon Corporation 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





begins at Sparrows Point 


Longer-lasting money-saving Strand and Guard Fence 
comes from our Sparrow’s Point plant. Williamsport 
men and machines employed there are wholly devoted 
to faultless production, turning out flawless wire 
units ... and nothing else. Specialists in this line that 
means so much to profitable utility operation, they 
are your warranty of longer service. 


-_ 


—= os 


"and comes to you with 


Lhamipove jf 


WIRE 
A highly specialized plant—supplying perfect ROP Ey 


conditions to make a perfect product—indi- 
cates the careful regard for detail so true of 
Williamsport, in design and application as 
well as production. Williamsport Wire Rope 
for every need is fabricated independently 
and entirely, from rods to reels in our factories. 
We urge you to install a Williamsport rope se- 
lected for the individual needs of your job. 
And we are confident that you will enjoy its 
economy through longer, more uniform effi- 
cient service. 


C—O ee eet eet leet 


Send for our current handbook. 


WILLIAMSPORT WIRE RODE CO./ 


122 SO. MICHIGAN AVE., CHICAGO—WILLIAMSPORT, PA. 
Offices in All — Cities 


' 
oslyn Manufacturing & Supply Co. 2S: oNAP*ERruinUtOnS rom’ WILLIAMSPORT STRAND 
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Public Utilities Fortnightly : 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


J] The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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The careful investor judges a 
security by the history of its 
performance. 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 





Kerite is a seasoned security. 





sie a 
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How The Gas Waster 
Was Caught By Burnham 


HEN gas is used for automatic 

heating, no one knows better than 
you, that it is the heat lag that eats up 
gas and causes dissatisfaction with 
bills. 


It is the drawing of the cool air into 
the fire box and through the boiler 
that cools it down between automatic 
firings. Still the burners must have 
air. 

The. Burnham Boiler cuts down heat 
lag with its built-in cast iron draft di- 
verter and positive control of primary 
and secondary air. Overcomes strong 
chimney pulls. 


The diverter also permits safe and sat- 
isfactory operation of boiler during 
periods of down draft, or in event of 
accidental blocking of chimney. 

Its field economy operation equals that 
of the shop test. 


Send for catalog. Get the full facts. 
See for yourself. 


Burnham foiler Corporation 


Manufacturers of Heating Equipment Since 1873 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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¥ TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Woter-Cooled 
meet CP OP PERS 




















i 
| 
= 
a 





Ls a 


oT 
Decora Ht Va Nd 


Eliminate the smoke & 


nuisance 


Companies in great population 
centers—New York, Brooklyn, Phila- 
delphia, Washington, D.C., Chicago, 
Detroit, Boston, New Haven, Provi- 
dence, Springfield, Dayton, Toledo, 
and many others—home and abroad— 





Uf 


keep their communities contented 
by firing with Taylor Stokers, for 
Taylor Stokers satisfy the most 
stringent anti-smoke ordinances. 

















Weve 


0 


Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 





PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 
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A new door to profit 


Open it up and here is what you find: planned applica- 
tion of power to machines by modern methods is a major 
factor in production economy. You open this new door 
to profit when you install planned power transmission. 
What you save thereby in power costs is a net profit. 
What you gain thereby in production at decreased cost 
is a competitive advantage. 


aK ok *x 


Modern Group Drive is planned power transmission 
predicated on the production problem of the particular 
plant. It is the newer, and properly applied, the 
more efficient of the two modern systems of power 
transmission — individual motor drive (a motor for 
each machine) and modern group drive (one motor for 
a group of machines). A Modern Group Drive Plan 
combines the advantages of both systems; recognizes 
the need of individual motor drive for certain single 
machines; specifies modern group drive where machines 
doing similar or progressive work should be grouped. 























(An excerpt from Power Transmission Council’s April 
advertisements in Business Week and 8 other business 


papers. ) 

E have stated, and we repeat, that the pro- 

motion policy of Power Transmission Coun: 
eil is based on the conviction that what is best for 
the customer is best for us, who supply transmis- 
sion equipment, and best for the utilities who 
supply the power. The above excerpt from our 
eurrent advertising is an indication of this con- 
structive policy. This is a program deserving oi 
support by the utilities, moral as well as financial. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET : BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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You Should Have 
This New 
Permaflector 


Catalog 


It is chock full of information that will 
help you solve the knottiest Lighting 
problems. It was prepared by our en- 
gineering department which keeps con- 
tinually abreast of modern lighting 
methods and illustrates the complete 
line of Pittsburgh Permafiectors and 
Accessories for show windows and Dis- 
play lighting; Industrial Lighting; In- 
direct and Cove Lighting; Recessed and 
Built-in Direct Lighting. A request will 
— you a copy of this informative 
ok, 


Permaflectors Control the Light 


11s murs 





In this Modern Miami Store 
of David Alan Company 


To be able to control the use of his product after 
it is in the hands of the consumer, is the desire of 
every progressive manufacturer. 

Your product can be controlled in a way that it 
will afford the greatest satisfaction. 

The above shows an installation that delivers the 
kind of light you would like your customers to 
enjoy. It consists of Permaflectors No. E-500 with 
No. 2-A Hinged Ceilings Roundels, mounted flush 
and Permatiector Knock Out Strip in the cove at 
the top of the cases, with 25-watt lamps, 6” on 
centers. 

The windows are illuminated with No. 55 Perma- 
flectors mounted on Permaflector Knock Out Strip. 
It is an installation you can profitably recommend 
in many cases, 


PITTSBURGH 


| REFLECTOR COMPANY 
7 OLIVER BLDG. PITTSBURGH, PA. 
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Business 


Success _ 


is alsoaMUS77/ 


HE heftiest problem that 

harries the thoughtful 

American business man 
is the responsibility to be suc- 
cessful. 


If he fails in that basic duty 
everything else in the busi- 
ness picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays Out.can hope to keep 
going and meet payrolls. 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep their men 
and machines going. 


Finally, only a successful busi- 

ness has the surplus money it 

takes to work out improve- 

ments in products and values which insure 
future jobs. t 


Daurin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves bxilt up 
during prosperous times. 


The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work. 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for ‘priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 


This shows in cold-turkey figures why busi- 
ness success is a “must.” 


So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


5 business and the way 
t affects his employes, his stockholders 


his customers, ts constantly on his mind 


yourself, xo matter where you live, what your 
work or how you do it—have not merely a 
casual but an acute meal-time interest in 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 years ago there was but one insur- 
ance policy-holder to ten people—today, 
every other person in America has a life in- 
surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and cities—fifteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copyto NATION’S BUSINESS, 
WASHINGTON, D. C. 
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A Bad Debt Lass 


To 
ths of one i 


rcent! 


3/100 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 


connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


DICTOGRAPH - TELEMATIC 
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nh GELATINE on LIQUID Brocess 


DUPLICATORS 


OR years the Ditto organization has dedicated 

its time and efforts to the production of low cost 
opies. Always its aim has been to manufacture and 
ll equipment that will do the job which you have 
p do at the lowest possible cost. 

That is why, two years ago, we perfected and have 
ince been selling, the new Ditto Direct Process 

iquid) Duplicator. This machine is especially suited 
or the reproduction of 100 to 250 copies. In this 
eld, its copying cost is lower than any other dupli- 
ating method. 

There are advantages to both the liquid and gela- 
ine type duplicators which should be carefully 
ighed before purchasing either type equipment. 
Because Ditto manufactures and sells both types of 
nachines, Ditto representatives are in a position to 
ake intelligent, unbiased recommendations as to 
he machine that will serve your purposes best. 





- 


i 
f ‘ 


* \ 
> 
- 


% 


; 





For more than a quarter of a century Ditto Gelatine 
Duplicators have been the standard of comparison in 
the industry. You will find in the new Ditto Liquid 
Duplicators the same superiority over other machines 
that has long been characteristic of the gelatine line. 


. > . > 


If you would like to see a demonstration of either the new 
Ditto Direct Process Duplicator or the Ditto Gelatine 
Duplicator, we shall be glad to arrange it. There is no 
cost or obligation. Simply return the coupon below. 


DITTO INCORPORATED 

655 S. Oakley Blvd., Chicago, II. 

Gentlemen : 

CI would like to see a demonstration of the new Ditto 
Direct Process (Liquid) Duplicator. No obligation. 

C2 I would like to see a demonstration of your Gelatine 
Type Duplicator. No obligation. 


Name... 
Address 


Concern . 


1 
1 
1 
L 
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PROFESSIONAL DIRECTORY 


®@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 























Ford, Bacon & Davis, nc. 





DESIGN 
OPERATING COSTS Enginee rS INTANGIBLES 





VALUATIONS & REPORTS 


DALLAS 












PHILADELPHIA NEW YORK 





CHICAGO 














SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK . SAN FRANCISCO 



















BLACK & VEATCH JACKSON & MORELAND 


ENGINEERS 






CONSULTING ENGINEERS 





PUBLIC UTILITIES—INDUSTRIALS 








Pr ees = 
— investigations and reports, RAILROAD ELECTRIFICATION 
design and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 
4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 





















EARL L. CARTER JENSEN, BOWEN & FARRELL 







Consulting Engineer Engineers 
REGISTERED IN INDIANA AND NEW YORK Ann Arbor Michigan 
, 
PUBLIC UTILITY Appraisals - Investigations - Reports 
VALUATIONS AND REPORTS rate in we. aa ted capital 
814 Electric Building Indianapolis, Ind. secionelingiion’ original cost, "security issues. 


















EDWARD J. CHENEY SPOONER & MERRILL, INC. 
ENGINEER Consulting Engineers 
Public Utility Problems Design—Supervision of Construction 





— Reports — Examinations -Valuations 
61 BROADWAY NEW YORK 20 North Wacker Drive Chicago, Ill. 
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FOR BETTER BUSINESS CONTROL 
RECORDS THAT SHOW 
CONDITIONS AND 


SIGNAL ACTION 
\ -- AT A GLANCE 


POSTINDEX 
DRAWER CABINET 


Postindex Records that give operating executives the essential facts 
of—what—who—how much—where—when—gquickly, are used in 
every department and in every type of business. 


You can select the record to give you the facts you want from the 
Postindex library of more than ten thousand forms. Special forms 
are drawn when we have the details of your problem. 


Postindex Visible Files offer five distinct advantages: (1) the form 
is its own holder; (2) four sides to write on thus doubling the capac- 
ity and utility of the single record form; (3) offset signalling; 
(4) faster posting; (5) four types of files to suit the use require- 
ments of your business. 


Sample forms for any record purpose will be sent on request, also a 
complete catalog of Postindex visible index equipment. 


POSTINDEX COMPANY 
JAMESTOWN, N. Y. 
ART METAL CONSTRUCTION COMPANY 
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THAT'S WHAT GIVES 
YOU MANY MORE 
QUICK CLEAN CUTS 


Practically without Burr 





IZea0D thin Tool-Steel Cutter Wheel 


ot cut out of bar stock, this RIFAID 
utter Wheel is coined from tool steel 
sheets, hammered, heat-treated and cast 
nto a solid steel-bearing hub. This ex- 
lusive patented wheel gives you a dur- 
able cutting edge that means easier cuts 
and many more of them. 


he cutter housing is steel re-inforced 
guaranteed not to warp or break. The 
blade wheel cuts true. 


| ped Ws 


Rizaip> Tubing 
Cutter smooths RIED 
the tube for sold- Semin 
ering as it cuts, Cutter Wheel— 
has integral reamer. for tough jobs 
Made in 2 sizes, for and long ser- 
” . vice. 
14” tubing up. 


E RIDGE TOOL CO., ELYRIA, OHIO, U.S.A. 
FeleatD Pir tools 


ae lf you want to reduce your 

“Bl ara wrench repairs fully 75%, buy 

: RIFAID Pipe Wrenches with 

* il ee =m unconditionally guaranteed 
housings. 
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B&W Pulverizers having @ total capacity of over 2600.tons of coal 
per hour have been bought in the United States: alone for the 
direct firing of boilers. All these pulverizers are of the same type 
and many of them have been in service for periods of one fo seven 
years and have proved conclusively that they— 

Can be depended upon to give reliable service, 

Can handle coal of any grade or moisture, 

Respond readily to load changes, 

Maintain fineness, 

Maintain capacity, 

Provide a rich starting mixture, 

Are not damaged:by tromp iron, 

Are adapted to fully automatic operation. 
These and other reasons why the Type B'Pulverizer is the logical 
choice*for direct-firing pulverized-coal systems are fully discussed 
in Bulletin G-19, which also presents the mafiy advantages of the 
B&W Direct-Firing System. For your copy simply return the coupon. 


THE BABCOCK & WILCOX ‘COMPANY 
85. LIBERTY STREET, NEW YORK, N. Ye 


BABCOCK &WILCOX 
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Have | Be z 
Bought | 
fo; 


= : -— + ~ — 
THE BABCOCK & WILCOX 
| 85 LIBERTY STREET new 
Please send... without eblige!.oe . fo 








